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The meaning of quality 
Consistency is 
no longer enough 
Tony Jackson, Page 17 
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US economy 
Set to keep 
rollin' along 
Alan Blinder, Page 10 



Sewage disposal 
At last UK stop* 
North Sea dumping 
Page 6 


WORLD NE WS 

Tribesmen hold 16 
western tourists in 
Yemen kidnapping 

South Yemeni tribesmen 
Hdnapped 16 Western tourists 
ywterday. Hie 12 Britons, two 
Americana and two Australians 
were seized only three weeks 
aftar the abduction of four Ger- 
mans fo another area oftfie Ara- 
bian peninsula nation. More than 
100 foreigners, hduding diplo- 
mats and oil workers, have been 
abducted since 1992, but most 
have been released unharmed. 
International news. Page 4 

Begin to cbalmge Nstanyafm 

Ze’ev Blnyamfri Begin, son of 
LBtud founder Menachem Begin, 
te leaving the party to lead a 
right-wing challenge to Likud 
prime minister Benjamin Netan- 
yahu ki Israel's elections hi 1999. 
International news, Page 4 

Mgmbm vttagBrs* throats cut 
Moslem rebels cut the throats of 
19 viflagers In Ain Delta province, 
Including eight children, in the 
worst massacre in Algeria since 
the start of the Moslem holy 
month of Ramadan, government 
security forces said. 

FragRe tmceta Kosovo 
Serbian security forces yesterday 
kept away from ethnic Albanian 
rebels after four days of dashes 
in Kosovo province, but diplo- 
mats were unsure whether a 
local truce would hold for long. 
Europe a n news, Page 2 

Bhutto prevented from having 
Pakistani opposition leader and 
former premier Benazir Bhutto 
was barred from leavfcig the 
country. She was trying to fly to 
see her children in (Xdoai but was 
prevented because of oonuption 
cases pending against' her. Inter- 
national news, Page 3 

Yacht race debits id toast 6 lives 

At least six deaths In the Sydney 
to Hobart yacht race prompted 
questions about why organisers 
(fid not delay the start in 
response to forecasts of bad 
weather. Nearly 60 people were 
winched from heavy seas in Aus- 
tralia’s biggest maritime rescue. 
Intern a t i onal news. Page 3 

Indonesian protects canceflsd 
Indonesia said state oil company 
Pertam'ma had cancelled con- 
tracts on 152 projects, mostly 
linked to the family and associ- 
ates of sx-presldent Suharto, 
because of alleged corruption In 
the way they were awarded. 

Hun Sen shifts ground on trial 
Cambodian prime minister Hun 
Sen said a trial of two Khmer 
Rouge leaders who defected last 
week might not be In the coun- 
try's best Interests. Hun Sen had 
previously said they should face 
an International tribunal. 

Smuggling suspects arrested 
Chinese border guards arrested 
two men suspected of buying 
North Korean women with smug- 
gled cigarettes and seffing them 
bi China for cash, the China 
News ServtoesakJ. 

Hungary’s toutfi revenue anforear* 
Hungary's parliament passed a 
law creating tax Inspectors with 
formidable powers. Members of 
the special tax force will have 
cattle prods, mace, handcuffs 
and the right to use covert sur- 
veillance. An estimated 30 per 
cent of Hungary’s gross domes- 
tic product comes from the black 
economy. 


BUSINESS NEWS 


Murdoch moves to 
expand European 
television interests 

Rupert Murdoch, fresh from his 
preflmfnary agreement to buy a 
corrtroflhg stake bi a new Italian 
pay-TV network, Is dose to 
acquiring a stake bi another 
European television partnership 
Involving Germany’s Kirch poup 
and Italy's Mediaset Page 16 

WaH Street firms are stS! paying 
the price for the worst financial 
market disruption in 50 years, 
despite a rebound In November. 
The fourth quarter to expected to 
be only marginally profitable for 
many Investment banks. Page 13 

Tafts between National Power, 
the UK energy producer, and 
Poland's treasury on the pur- 
chase of a stake in one of the 
country's largest power genera- 
tors, have ended. Page 13 

Ft# Bank, one of Japan's largest 
commercial banks, is to raise 
Y217bn ($1.87bn) by issuhg new 
shares in January. Its business 
partners In Hie Fuyo kolretsu, or 
corporate family, wIH provide 60 
per cent of the capital. Page 13 

Shares to Cephabit, the US 

biotechnology company, rose 
sharply after the US Food & Drug 
Administration approved its treat- 
ment for narcolepsy, tiie first 
non-amphetamine drug to be 
approved for the cfisease in 
40 years. Page 13 

Tbe French gov ern ment has 
confirmed giving Thomson-CSF, 
the defence electronics group, 
clearance to discuss a Hnk with 
the defence unit of the UK’s 
General Electric Company, but 
said it expected ary agreement 
to be “balanced". Page 14 

A venture capital fund controlled 
by LVMH, the Ranch luxury 
goods group, has made its first 
transaction by acquiring 
Leflach&re, which holds a major- 
ity stake in France's leading 
toothbrush maker. Page 14 

Japan’s construction sector 
suffered another blow when 
Tokyu and Fujtta Construction 
warned that losses would be 
more than double those forecast 
earlier. Page 14 

China is to rely more on Its 
emerging domestic bond markets 
next year, as the government 
continues Rs fast-growing debt 
Issuance programme. Page 13 

South Korea said its industrial 
output cflmbed 1.4 per cent in 
November, the biggest year-on- 
year rise for any month In 1998. 
Page 3 

PNHpa Bactronlcs Is setting part 
of its stake in US-based Naviga- 
tion Technologies Inc, a leader in 
car guidance technology, to a 
financial consortium. Page 14 

Sates at Qingdao Hater, China's 
leading refrigerator manufacturer, 
roes 50 per cent this year to 
RMB1B.2bn ($1.96bn). Page 14 

Thai exports roe stffl falling In 
doRar terms, despite the baht 
losing about a third of Its value 
over the post 16 months. Paga 3 

World Equity Maricets 

Tbe Mast trends and dris tram more 
tear 9U naBurel mows at a glance 
Pagefr 


10 years after . 

John Uoyd revisits the Gdansk 
shipyard where Poland's liberation 
from Communism began. 
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US strikes back at 
Iraqi missile base 

Clinton says raid is retaliation for attacks on Western : . 
aircraft patrolling no-fly zone in northern part of country 


Shu mm — ■- ■■■ «-■ — ■ — 

By Rtanc Mxzm n wamgion 
and Route KMaf to Baghdad 

US aircraft yesterday attacked a 
military base in northern Iraq 
from which missiles bad been 
launched against them. 

It was the first serious military 
confrontation between the two 
sides since US and British forces 
s to pped their air raids nine days 
ago, according to the Pentagon. 

Tbe Incident came a day after 
Iraq t h rea te n ed to fire an West- 
ern aircraft in the two no-fly 
zones enforced by tbe US and its 
aBtes over Iraqi airspace. Yester- 
day evening Iraq «»m it believed 
It had probably shot down a west- 
ern aircraft 

President Bill CUnton said the 
strike, launched from the joint 
US/Turkish air base at Inrirtik, 
in southern Turkey, was neces- 
sary after Iraq had violated the 
northern no-fly zone by firing 
surface-to-air missiles at a rou- 
tine air patrol. 

“Our pilots hove the authority 
to protect themselves if they’re 
threatened or attacked,” he said. 
They took appropriate action in 
responding to Iraq's action.” 

The aircraft .fired a combin- 
ation of anti-missile and preci- 
sion-guided bomba. 

However, the Iraqi government 


challenged the US version of 
events, saying the attack had 
beat unprovoked. It said the US 
strike had killed tour soldiers 
and injured at least seven others. 

An Iraqi military official said 
western aircraft had “violated” 
Iraqi airspace twice yesterday. 
He the aircraft approached 
Iraq’s air defence positions in the 
morning end were shot at 

lata*, the aircraft returned and 
attacked an Iraqi air defence 
po siti on in the north, prom p tin g 
Iraq to return fire. “Our air 
defences confronted tbe planes 
and forced them to retreat," 
nlshrwl th* Tmql ofHHal 

Baghdad has maintained that 
US aggression has continued 
since the four-day bombing cam- 
paign ended on December 20. The 
bombing was aimad at wrecking 
Iraq’s weapons production pro- 
gramme in retaliation for the 
alleged failure to cooperate with 
UN arms inspectors. 

Baghdad has also attempted to 
torn the no-fly zones into a now 
issue. The zones were set up after 
the 1991 Gulf war to protect 
Iraq's Kurds In the north of the 
country and the Shias in the 
south. US and British aircraft 
patrol the zones. 

On Sunday, Taha Yassin Rama- 
dan, Iraqi vicepresident, issued a 


warning that Baghdad did not 
recognise the no-fly zones arid 
would fire at penetrating aircraft 
Iraq has often tried to -chal- 
lenge the nofiy zones and 'to 
highlight that they ware not set 
up by a UN resolution, but by an - 
agratonent flying the then CtattT' 
war allies that it dates violates 
the country's, sovereignty. . - ■ - 

But tn the past defiance has. 
meant locking a radar onto west- 
ern aircraft rather than firing ' 
ml —tin* at til om . 

Diplomats in Baghdadsaid yes- - 
today that Iraq considers that " 
the nofiy zones should no longer 
exist because the US rfrriwm to - 
have eliminated its weapons of 
map destr uction ■ - 

“Above all, the Iraqis are try- 
ing to keep their issues and their 
problems afire," one western .dip- 
lomat said yesterday. 

The British government uid 
no British airaraft had bean 
involved 'in toe Incident 
Mr CUnton maintatoance ■ 
of the zones would continue to be 
a key element of US poUcy to 
contain Saddam Hussein. 

“Because we affectively control 
the sides over much of Iraq, Sad- 
dam has been unable to use dr 
power to repress bis own people 
or to lash out at Ms neighbours,” 
he said. 
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Europe’ s banks prepare for- launch of euro 


By Pater Nuronm in Bruneto, 
Christopher Brawn-Hums h» London 
and Tony Barber In Frankfurt 


Across Europe the talk is of war 
rooms. secure telephones and 
emergency rations, but while tha 
preparations may feel military, 
the purpose to peaceful; to launch 
the euro, the new single cur- 
rency, (m January L 

Tens of thousands of bank staff 
across Europe will be curtailing 
traditional New Year celebra- 
tions this weekend, as they pre- 
pare for the first day of trading in 
the new currency on Monday, 
and the expected shock-waves 
from the unprecedented shnulta- 
neous conversion of 11 curren- 
cies. AH the world’s main finan- 
cial centres will be affected. 

Big banks hare established 


“war rooms” to manage tbe 
changeover and European Union 
central hank governors will bare 
to be within an hour of a secure 
telephone over the weekend to 
deal with.any emognacy. 

“It sounds somewhat dramatic. 
It isn’t meant to be. I think we 
are adequately prepared but we 
also hare to. be prepared for the 
eventuality that something, 
somewhere can go wrong,” said 
Wlm Dulsenberg, president of the 
European Central Bank, which 
will have full responsibility for 
monetary policy in the euro-zone. 

Hu publication of a toll set of 
official conversion rates an New 
Year's Ere will mark the start of 
a frantic 100-bour race to convert 
caeh balances, redenominate 
bond and derivative port- 
folios and make the final 


changes to computer systems. 

Although Britain win not be a 
founder member of the European 
single currency, much activity 
wiD centre on the CHy of London, 
toe .largest currency trading pan-, 
tre in Europe Same 30,000 infor- 
mation technology specialists 
and back-office staff are expected 
to be working in the financial 
district over the New Year west 
end. Special transport, catering 
and accommodation is beingjahl 
on for employees at what is nor- 
mally a quiet time of year/ 

Paul Cantwell, partner with 
Andersen Consulting, said: "Get- 
ting ready for the euro has been 
the biggest single operation aver 
undertaken by London’s financial: 
sector, dwarfing even Big Bang 
[financial sector deregulation] in 
the 1080s." 


He says even small mistakes in 
the way programmes and pro- 
cesses are adapted for the euro' 
could generate big , losses given 
the sums of money involved. 
j^Gtven ttesjbEe .and«5P5>l?s*ity,cf . 
all this, ittotoie corporate equiv- 
alent of doing a toll engine over- 
haul during a 10-second Gr and 
Prix pitstap.” 

Preparations for the weekend ; 
hare been under way for months ' 
at the ECB and at national cen- 
tral hanks. ■ 

For the ECB r the mein concern 
is to ensure that all the outstand- 
ing public debt of toe il wuro- 
zone countries is successfully re- 
denominated over the weekend 
because this will serve as toe col- 
lateral for . the monetary- 
operatfons that will have - 
to be executed by -the 


central bank from January 4. 
. The EGB has art up a working 
gfoup of specialists known as the 
“changeover committee” which 
has included three people from 
.-^flach central bank. Changeover 
working groups .will be on the 
spot - in the national - central 
Minks of all . li eurozone coun- 
tries over tiie weekend. 

The ECB is prepared in case 
decisions need to be taken at the 
level of its executive board - and 
secure telephone?- will be used it 
a decision is required from the 
ECB ’ll gorendng oonodL 
to Friinktort, where the ECB 
has Us headquarters, toe. Deut- 
sche BOrse, the German stock 
exchange, is "one of ' hundreds of 
financial institutions toot bare 
asked staff to work or be on call 
over the coming weekend/ 


So 


Banks freeze LG 
Semicon 9 s credit 


By John Larkin hi Seed 


Government-controlled Korean 
banks yesterday froze fresh lend- 
ing to LG Seanlcon as punishment 
for the semiconductor maker's 
defiance of a government flwwima 
that it merge with Hyundai Elec- 
tronics Industries. 

The banks are also considering 

w>1Hng In Minting loans, but 

some analysts said the chip- 
maker bad wnmi gh «iqh reserves 
to survive the credit squeeze. 

It is the first time the govern- 
ment has used its control over 
the partly nationalised banking 
syste m to punish a conglomerate 
dodging its efforts to trim over- 
capacity in key industries. 

A m er ger between LGSemicon 
and Hyundai Electronics Indus- 
tries would create the world's 
second biggest chip producer, 
regarded by the Korean govern- 
ment as crucial to kk&-starting 
consolidation in other sectors. 

But LG Semicon has rejected 
the terms of the proposed 
merger, which would give Its 
rival a 70 per cent controlling 
stake in the combined company. 

President Kim D&e-jung yester- 
day urged LGSemicon, a unit of 
South Korea's fourth largest con- 
glomerate LG Group, to endorse 
the project. “LG Seml- 
ut its prom- 

■ refused to. 
tand-off on ^ 
firm Arthur 


D. Little, published last week, 
that found Hyundai deserved to 
lead the company with a 70 per 
cent stake. LG has threatened to 
sue ADL for damages. "That 
LGSemicon has to be penalised 
with financial sanctions is some- 
thing that cannot be under- 
stood," the company said. . 

The credit freeze makes good 
on threats made by the powerful 
watchdog Financial Supervisory 
Commission to squeeze financing 
to conglom e rates that try to ride- 
step corporate twlmntntlng. 

The top-five conglomerates 
signed reform agreements this 
mou th-The second big restructur- 
ing plan - a business swap 
between Daewoo Electronics and 
Samsung Motors - has also bit a 
snag, with Samsung's Insistence 
that Daewoo continue producing 
its SMS sedan. 

Analysts Bald LGSemicon had 
amassed up to Won2j)00bn 
(fl.GSbn) in cash reserves to 
absorb the impact of the banking 
sanctions. "That’s about half its 
debt," said Chun Woo Jang, a 
chip analyst with Dongwon 
Securittes. "ft can survive, but to 
reality it must give up. A com- 
pany cannot do business to Korea 
withoutfha support of the gov- 
ernment." 

Analysts believe it will eventu- 
ally succumb, but it may also 
abdodon the merger and form an 
alllanoe with a foreign partner to 
manufacture next-generation, 
high-speed drips. 
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WORLDmNEWS 


EUROPE 


SE RBIA REVOLT DIPLOMATS DOUBT THAT LULL WILL CONTINUE _ 

Truce brings halt 
in Kosovo fighting 


By Guy Dinmora in Belgrade 

Serbian security forces 
yesterday kept their distance 
from ethnic Albanian rebels 
after four days of clashes In 
the north of Kosovo prov- 
ince. bat diplomats were 
unsure that a local truce 
negotiated by international 
observers would hold for 
long. 

A spokesman for the 
Organisation for Security 
and Co-operation in Europe 
(OSCE) said the two sides 
had agreed to a ceasefire on 
Sunday and OSCE observers 
had evacuated two wounded 
men, one Serb and one Alba- 
nian. 

At least 14 people were 
killed in fighting that began 
on December 34 in several 
villages held by the rebels 
close to the northern town of 
Podujevo. Most of about 100 
armoured vehicles of the 
Yugoslav army Involved in 
tbe operation have since 
withdrawn to a nearby air- 
field. 

Tbe most serious outbreak 
of violence since early Octo- 
ber had threatened to tear 
apart a ceasefire announced 
by both sides after the threat 


of Nato intervention forced 
Yugoslav President Slobodan 
Milosevic to withdraw most 
of his special police units 
and part of the army from 
Kosovo. 

Diplomats paid tribute to 
William Walker, the US 
ambassador heading tbe 
OSCE verification mission, 
and US and British observ- 
ers who persuaded the war- 
ring parties around Podujevo 
to stop fighting. 

But diplomats also noted 
that their direct intervention 
had gone beyond the man- 
date of the OSCE and raised 
concerns about the safety of 
unarmed observers ventur- 
ing into conflict zones. 

E thni c Albanian villagers 
in Lapastica took advantage 
of yesterday's calm to bury 
two men killed by shellfire. 
Local commanders or tbe 
pro-independence Kosovo 
Liberation Army (KLA) told 
reporters, however, that 
they knew nothing about a 
ceasefire negotiated by the 
OSCE. 

Serbian officials yesterday 
accused the KLA of killing 
three gypsies in the nearby 
town of Mitrovica on Sunday 
night, after the OSCE had 


negotiated a ceasefire 
between the two sides. 

KLA rebels in the Podu- 
jevo area were well equipped 
with new uniforms, snow- 
camouflage gear and the par- 
aphernalia of a mobile guer- 
rilla army - generators, sat- 
phones and a fax machine. 
On the other side of the 
newly established front line. 
Serbian soldiers in great- 
coats huddled around a 
camp fire next to a lone 
tank. 

Serb civ ilians fled villages 
around Podujevo. fearful of 
further attacks by the KLA. 
Municipal leaders in the 
town, which lies on a main 
north-south highway, issued 
an open letter to Mr Milos- 
evic and other Serbian lead- 
ers in which they accused 
the Belgrade regime of fall- 
ing to guarantee their secu- 
rity. 

Their protest reflected the 
nationalist pressures on Mr 
Milosevic not to cede terri- 
tory to the KLA, while at the 
same time the Belgrade 
regime needs to cut a deal 
on autonomy for Kosovo 
that would bring relief to the 
sanctions-hit Serbian econ- 
omy. 



An stunk: Albanian guerrilla sniper alms at Serb security forces near Podujevo at the weekend, 
i n ter na ti o nal observers have negoti a ted a shaky truce Reuters 



US unimpressed by exchange rate target zones 


Emu launch will make little difference to American policy 
of benign neglect of dollar, and active management idea 
finds little favour, reports Wolfgang Munchau 



U S officials are pouring 
cold water on Franco- 
German suggestions for 
target zones in the exchange 
rate between the euro and 
the dollar. 

The comments suggest 
that the US will continue to 
pursue a policy of benign 
neglect towards the dollar. 
iinii that tbe launch of Euro- 
pean economic and mone- 
tary union (Emu) on Janu- 
ary 1 will make no difference 
to present US policy. 

The debate over exchange 
rate policy in the future 
euro-zone has been triggered 
by concern in Europe over 
possible exchange rate insta- 
bility next year. A growing 
numb er of European finan/** 
ministry officials, central 
bankers and academics 
believe the euro could appre- 
ciate strongly against the 
dollar during 1998, as inter- 
national investors pile into 
euro assets. 

William McDonough, pres- 
ident of the Federal Reserve 
Bank of New York, said in a 
recent interview that the 


arrival of a new competitor 
to the dollar would impose 
strong disciplines on US eco- 
nomic policy. 

But he rejected sugges- 
tions that the euro-doll ar 
exchang e rate should be con- 
strained through target 
zones or other means of 
active policy management 
“I don't think it is realistic 
or desirable to have an 
agreement on target zones. 
The best thing for Euroland 
is to run its economy prop- 
erly." 

This view is fully shared 
by senior officials in the 
Clinton administration. One 
nfflrfal indicated that a pol- 
icy shift would not be con- 
sidered unless there was a 
serious crisis in the foreign 
exchange markets. 

Fred Bergsten, director of 
the Institute of International 
Economics in Washington, is 
one of the few US advocates 
of exchange rate target 
zones. He said Japan’s 
recent policy shift in support 
of target zones had added 
significantly to the weight of 


international opinion favour- 
ing a more activist exchange 
rate policy. 

He also noted that the 
coming US presidential elec- 
tions could accelerate the 
i focting in the dollar, as pres- 
idential candidates were 
bound to blame the $300bn 
current account deficit for 
the loss of US manufacturing 
jobs. He said the dollar could 
prove vulnerable to an elec- 
tion campaign hijacked by 
rhetoric on trade protection- 
ism. 

"The only way to reduce 
the deficit is through a lower 
exchange rate. [Treasury 
secretary] Rubin’s strong 
dollar rhetoric will then be 
thing of the pest." he said. 


W: 


'hile US officials are 
relatively uncon- 
cerned about the 
exchange rate, they appear 
both concerned and baffled 
by economic policy inside 
Europe itself. 

There Is near- unanim ous 
agreement among US offi- 
cials that Emu's survival 


ECB watch 


depends on Europe’s willing- 
ness to embrace more flexi- 
ble labour, product and 
financial markets. 

Even economists such as 
Professor Paul Krugman of 
the Massachusetts Institute 
of Technology, who in the 
past have criticised Europe's 
central banks for running 
overly conservative mone- 
tary policies, now say the 
centre-left governments have 
shifted their focus too far 
from micro-economic reform 
towards macro-economic 
demand management as a 
tool for reducing unemploy- 
ment 

Macro-economic policy, 
said Professor Krugman, 
could for example reduce 
unemployment in Germany 
by only some 3 percentage 
points. 

There also remains great 
concern and confusion over 
the policies and strategies of 
the European Central Bank 
itself. One senior official at 
the International Monetary 
Fund said Europe's central 
bankers were wrongly 


attaching a significant 
weight to monetary- indica- 
tors in their public pro- 
nouncement, while effec- 
tively ignoring these data in 
their day-today policy deci- 
sions. This disjunction 
between policy and action, 
he said, was cause for seri- 
ous concern. 

Even among US central 
bankers there is some con- 
cern that the strict rules and 
numerical targets the ECB 
has set itself could interfere 
with the need to act with 
sufficient speed and flexibil- 
ity. This would be particu- 
larly important If the recent 
global financial turmoil were 
to erupt agai n . 

The best hope is that the 
ECB will continue to act as 
pragmatically as it did ear- 
lier this month, when Euro- 
pean central bankers agreed 
in unison to cut interest 
rates from 3J to 3.0 per cent 
Nothing in the ECB’s pro- 
nounced strategy made that 
concerted action necessary. 

The Financial Times' weekly 
table of economic indicators 
for the euro-zone will resume 
next week, in the edition of 
January 5, as part of our 
comprehensive coverage of 
the euro. 


‘Euro may be a success - but not for us’ 


By George Paifcer, 

PoCtlcal Correspondent 

Britain's opposition 
Conservative party yester- 
day conceded it was "per- 
fectly conceivable” that the 
euro would be a success for 
some of its founding mem- 
bers. 

But Francis Maude, 
shadow chancellor (treasury 
minister ), insisted his party 
was justified in ruling out 
British participation in the 
single currency in this par- 
liament and the next The 
Conservatives want to see 
the euro operating "in good 
times and in bad" before 
deciding whether the UK 
should join the single cur- 
rency. 


The party will fight the 
next general election with a 
pledge to save the pound - a 
policy that would apply until 
the following election, which 
is expected to be held in 
2005/6. 

However, in a sof tening of 
the party's tone towards the 
euro, Mr Maude told the 
Financial Times he believed 
the project could be a suc- 
cess for key participants. 

"Despite our deep reserva- 
tions about whether Emu 
entry will ever be right for 
Britain, it is perfectly con- 
ceivable that for tbe ‘core 
countries' of Euroland 
[France, Germany and Bene- 
lux nations) Emu will be a 
success," he said. “I .cer- 
tainly hope so." 


He warned that there 
could be problems for other 
euro members such as 
Ireland, whose economy was 
overheating and for which 
lower interest rates could be 

H a ng nmng 

The Conservatives argue 
that Britain's economy is 
similarly out of step with the 
“Continental core" of the 
euro-zone - and might 
remain that way for many 
years to come. 

He said research by the 
House of Commons library 
concluded that a cut in UK 
interest rates of 3 percentage 
points (to bring .it into line 
with the euro rate) would 
have to be accompanied by 
tax increases of £10bn 
($17bn) - the equivalent of 


5p (8 cents) on income tax - 
to calm inflationary pres- 
sures. 

The party also has strong 
constitutional objections to 
British membership, with 
man y MPS linkin g the sur- 
vival of the pound with a 
defence of national sover- 
eignty. 

The launch of the euro is 
likely to be greeted with 
renewed demands from pro- 
European Conservative MPs 
for the party to reopen its 
mind to a possible early 
entry. 

Tt will be easy for people 
to get carried away in the 
euphoria that Is bound to 
accompany the launch of the 
single currency.” Mr Maude 
conceded. 
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Issing secs no risk of recession 


By Tony Barba- in Frankfurt 


Economic growth in the 11 
nations adopting tbe single 
European currency will slow 
down in 1999 but there is no 
danger of a recession during 
the euro's inaugural year, an 
executive board member of 
tbe European Central Bank 
said yesterday. 

Otmar Issing, formerly the 
German Bundesbank's chief 
economist, said tbe euro- 
zone would act as "an impor- 
tant island of stability for 
the global economy" so long 
as the region’s gross domes- 


tic product grew next year 
by at least 2 per cent 

“The predictions for .the 
euro-zone in 1999 all give one 
message: growth will clearly 
slow down, but we are not 
feeing a recession." Mr Iss- 
ing told a German news 
agency, VWD. “The outlook 
for prices is very favourable, 
and there is no danger either 
of deflation or of a revival of 
inflation. This means that 
1999 will be characterised by 
price stability.” 

Most independent econo- 
mists expect growth in Ger- 
many, the euro-zone's larg- 


est economy, to slow from 
2.7 per cent this year to 2 per 
cent or less in 1999. Among 
the most frequently cited 
factors are falling export 
orders, the continuing 
impact of the Asian and Rus- 
sian economic crises, and a 
decline in business confi- 
dence triggered partly by tax 
reform plans. 

“Exports win weaken dra- 
matically. They were until 
now Germany's economic 
motor," said the president of 
the Munich-based Ifo 
research institute, Karl-Hein- 
rich Oppenlflnder. 


The poor outlook for 
growth has caused some 
economists to ask if German 
unemployment mil fell next 
year. 

• Carrefoiir, the French 
retailer, said yesterday its 
shops would accept pay- 
ments in enros by bank card 
or cheque from January 4, 
Reuters reports from Paris. 

Carrefour will start dou- 
ble-pricing of goods on the 
shelves in February. Its 
hypermarkets with petrol 
stations will advertise the 
fuel prices to both curren- 
cies from March. 



ff Island of stabjOty 1 


Rome acts to avert Jubilee year strikes 


By Paul Betts kt Milan 


Italy’s centre-left govern- 
ment and the largest left- 
wing trade union confedera- 
tion have joined forces to 
limit strike action by tbe 
country’s belligerent trans- 
port workers in 2000, when 
up to 50m pilgrims are 
expected to nock to Rome. 

The festivities will 
embrace two coinciding 
events. One involves the 
Vatican's Jubilee, celebrated 
every 25 years since the 14th 
century. The other Is the 
Eternal City’s millennium 
celebrations. 

Franco Bassanini, under- 
secretary at the prime minis- 
ter’s office, yesterday said 


the transport, labour and 
civil service ministers would 
meet soon after the New 
Year holidays to draw up 
proposals for new rules to 
prevent strikes disrupting 
public services during the 
Jubilee year. 

Rome is expecting inva- 
sion by 40m50m pilgrims for 
the Vatican celebrations 
alone. A religious event is 
expected to take place every 
three days during the whole 
of 2000. Every 12 days, Rome 
will host a mass Jubilee 
gathering attracting 
300.000-2m people on each 
occasion, according to offi- 
cial estimates. 

The high point is likely to 
be the World Youth Days in 


the middle of August 2000, 
when 28,000 coaches are due 
to converge on Rome. 

The government and the 
Vatican have been worried 
for months that a series of 
ambitious infrastructure pro- 
grammes will not be com- 
pleted on time. Now they 
fear transport strikes could 
add to the nightmare. 

Apart from the traditional 
militancy of transport work- 
ers, a total of 58 national 
wage contracts in the trans- 
port sector are due for 
renewal at the end of 1999.' 
The biggest contracts will 
involve more than 110,000 
railways workers, the staff 
of Alitalia, the national flag 
carrier due to be privatised 


in 1999. workers at Rome's 
Flumicino airport, and about 
16,000 bus and tram drivers. 

The new government pro- 
posals would .seek to per- 
suade individual unions to 
complete the .contract negoti- 
ations well before the. Jubi- 
lee and to introduce a code 
of conduct to. prevent small 
labour associations. . from 
calling strikes that; could 
have repercussions through- 
out the transport system. 

Last week, for example, 
just before Christmas, a 
union representing 1,300 out 
of the country’s 12,000 rail- 
way station masters called a 
48-hour strike that brought 
chaos to tbe railways. 

Walter Cerfeda. a senior 


official of the Cgil labour 
confederation, also said the 
country needed "special 
rules for an event as special 
as the Jubilee". 

But several other union 
representatives and spokes- 
men for the small Green 
party, which supports the 
government, and the hard- 
line Refounded Communism 
party have already accused 
the government of attempt- 
ing to turn transport work- 
ers into scapegoats, should 
the celebrations flop. They 
said the authorities were 
alarmed because they had 
grossly underestimated the 
impact the Jubilee was 
likely to have, on not only 
Rome but the whole country. 
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The voice of business heard around the world 

How outgoing president Helmut Maucher got global institutions listening- to the once fusty international Chamber of Commerce 


By Frances WKIams In Geneva 

When Helmut Maucher, 
chairman of the Swiss foods 
group Nestle, become presi- 
dent of the International 
Chamber of Commerce in 

1997, he had one overr idin g 
objective: to make the voice 
of business heard in global 
decision-making. 

As befits the boss of a 
company built on some of 
the world's most successful 
brands, Mr Maucher set 
about repackaging the ICC 
as the "world business 
organisation" and convinc- 
ing an indifferent audience 
that its message was worth 
buying/ 

His first task was to trans- 
form the ICC itself. Founded 
in 1919. it was a worthy but 
fusty organisation with some 


200 committees and an 
old-fashioned image that 
went with its venerable 
Parts headquarters. “You 
could almost smell the 
dust," says a Nestle col- 
league. 

Under Mr Maucber’s direc- 
tion the ICC has been 
streamlined, activities 
merged and chopped, and 
more effort put into formula- 
ting public positions on 
global issues including the 
promotion of international 
rules on investment, elec- 
tronic commerce and other 
areas of interest to business. 

Mr Maucber’s personal 
network of business contacts 
was mobilised to recruit 
more industry leaders to the 
ranks of the ICC. It now has 
more than 7,000 member 
companies and associations 


in over 130 countries, repre- 
senting many small and 
medium -sized companies as 
well as multinationals. 

He also brought In Maria 
Livanos Cattaui from the 
Geneva-based World Eco- 
nomic Forum, organisers of 
the annual Davos sympo- 
sium. to be tbe ICC's sec- 
retary -generaL He even tried 
- but foiled - to change the 
ICC's name to the World 
Business Organisation. 

Two years on, as Mr 
Ma ocher prepares to hand 
over the ICC presidency to 
Adnan Kassar. a Lebanese 
banker, these efforts appear 
to have paid off. "We have 
established the ICC as the 
preferred dialogue partner 
for business with the United 
Nations and other interna- 
tional institutions," be says 


with some satisfaction. "We 

have convinced them that it 
is worthwhile for their work 
to take . account of our 
views.". 

In addition to private 
meetings with top officials, 
the ICC has also become 
more involved in activities 
of UN and other interna- 
tional bodies such as tbe 
World Trade Organisation. 

Over the past year the ICC 
has organised with the WTO 
a symposium on problems 
with customs ahead of Mindy 
negotiations in the next 
series of global trade talks. A 
meeting with WTO ambassa- 
dors is planned for early 
next year. 

The ICC also undertook a 
Joint survey with the UN 
Conference on Trade and 
Development of companies' 


investment-plans tn Asia fol- 
lowing the crisis there. And 
in September it organised a 
“high-level" dialogue' 
between industry . leaders 
and top UN officials in 
Geneva, w hich launched the 
socalied Geneva dHniar q ti on. 
the ICC’s (and Mr Mauch- 
er’s) globalisation manifesto. . 
Kofi Annan. UN secretary 
general, has been a strong, 
advocate of greater involve- 
ment of business - and other 
parts of“dvjl sodetf" - in 
the UN’s work at all- levels. 

However. Mr Maucher, 
who is full of praise for the 
UN chief, says convincing 
some other senior . UN offi- 
cials that they should listen 
to business was for more dif- 
ficult. It was and is not easy . 
to overcome the widespread 
prejudice that business 


interests are necessarily 
inimical to UN goals. 

That contrasts with the 
privileged position in UN 
counsels enjoyed by many 
pressure groups. "A lot of 
ideas get pushed in a hidden 
way so you cannot engage in 
debate,” says Mr Maucher. 
“This is not democratic and 
not part of an open society. 
We should know who 
finances these groups and 
they should present their 
ideas openly." 

Business has' just as much 
right - more, in bis view - 
to help shape global rules as 
pressure groups. “The ICC 
can speak with a certain 
moral authority because 
we're not pushing a particu- 
lar business Interest." he 
says. “We’re not going to 
governments and p ushing to 



Mauchen repackaging 

sell more Nescafe, If you 
have good arguments and no 
hidden agenda you have a 
chance of being listened to ” 
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Travel ban Yacht race tragedy 
is placed sparks criticism 

. By Gwen Robinson In-Sydney . which one ■'" competitor on Sunday afternoon. 

All ■ r B^> u d described as the size of “two- ‘'Most of the crews ai 

f f § | I jIIIII III At-- least six deaths and storey buildings". 'ChriHan survival pattern," said K 

. ■ - • numerous injuries in the and. . naval : helicopters, Lacey, a crewman from 


By Futon Bokhan in Islamabad 

Benazir Bhutto, Pakistan's 
opposition leader, was yes- 
terday stopped from leaving 
the country in the latest «rfg" 
that Prime Minister Nawaz 
ShariTs government was 
ratcheting up the pressure 
on her. 

Ms Bhutto was about to 
hoard a flight from Karachi 
airport for Dubai to cele- 
brate the New ‘Year with her 
three children, who go to 
school there, when she was 
served with an official order 
banning her from travel 
abroad. 

Her na m e bad been placed 
on the Exit Control List 
tfECL) of individuals indud- 
| ing politicians and business- 
men who are barred from 
leaving the country, officials 
said. Opposition leaders 
quoted airport officials as 
telling Ms Bhutto that she 
was stopped on the grounds 
that she was cm trial charged 
with corruption. However, 
she has been able to travel 
freely since her first court 
appearance last year. 

“The government is trying 
to exploit the emotions of a 
mother by not allowing me 
to see my children. It’s 
another black chapter,” Ms 
Bhutto said. “My children 
have nothing to do with poli- 
tics. The incident has 
shocked me. It has also 
exposed the ugliness of Paki- 
stani politics.” 

The move came more than 


two years after Ms Bhutto 
was sacked by Farooq Legh- 
ari, the former president, 
over accusations that she 
and As if All Zardari, her- 
husband, had amatawi mfl- 
Uons of dollars from Illicit 
dealings including bribes for 
government contracts. Ms 
Bhutto and Mr Zardari have 
denied the allegations. 

Recently Mr ShariPs gov- 
ernment has been jolted fay 
aewspsswr reports in Pakis- 
tan and abroad accusing >dw» 
and his family of graft and 
the purchase of real estate in 
London. Mr Sharif has 
denied the accusations. 

The opposition, however, 
has demanded an indepen- 
dent judicial inquiry into the 
allegations against Mr 
Sharif. On Saturday, Ms 
Bhutto delivered a fiery 
speech in parliament accus- 
ing him of corruption. 

Ms Bhutto’s lawyers are 
expected to file -an appeal 
today against the decision to 
stop her leaving the country. 
Analysts said it was possible 
she might win In court but 
the [flaring of her imm« on ' 
the ECL is likely to nuitA 
the political atmosphere 
even more bitter. - 

Rasbed Rahman/ a politi- 
cal commentator, said: “In 
political terms, this hm mm ts 
to a substantial eapaiaHmi in 
the harassment of the oppo- 
sition." He said the opposi- 
tion would redouble efforts 
to campaign against the gov- 
ernment. - • 
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TURNAROUND F ROM SH ARP D ECLINE 

South Korea sees rise in 
industrial production 

South Korea yesterday said its industrial output climbed 
1.4 per cent last month, the biggest year-on-year rise 
recorded in any month so far this year. But the govern- 
ment said ft was too early to be optimistic that an eco- 
nomic recovery was under way. The year-on-year rise in 
November’s output compared wRh.ah 8.3 per cent decline 
in October, tational Statistical Office figures shpwetL The 
office sahfbveraH ft tifcaKH ^ fnctudJrg production, ship- 
merits from factories, wholesale and rataff sates, orders of 
machinery and construc ti on! ftrprovad test-montft -it? 

Shipments from factories were down 3-1 per cent in 
November, compared with an 11.4 per cent riecSne In 
! October and a 3.0 par cent drop in September: Domestic 
| construction orders tea 35.6 per cent test month compared 
with a 51.9 percent plunge In October. But domestic : . 
machinery orders slipped 5.1 par cent, against a 25.8 per 
cant drop En October. Reuters, Seoul 

THAilAWP TRADE . ' 

Exports fail to pick up pace 

Thai exports are stffl falling in US dollar terms despite the 
baht losing about a third of Its value over the past 18 
months, official data showed yesterday. The Bank oflhai- 
land said in its monthly report that Thailand exported 
goods worth $4.47bn in November, down from $4.49bn in 
October and $4.78bn in . November 1997. 

The country registered a smaff rise in its trade surplus to 
$1.1 Ibn from $1.09bn in October but this reflected a con- 
tinuing fan in Imports as domestic demand coBapsed. The 
economy is expected to contract by around 8 per cent this 
year after a dedirie of a4 per cent in 1997. 

The government forecasts an economic improvement 
next year and accepts a recent International Monetary 
Fund prediction that Thai gross domestic product wfil 
grow by about 1 per cent next year. Much erf Thailand s 
forecast Eyowth is expected to come from export indus- 
tries,' which should be benefiting from the sharp deprecia- 
tion of the baht since it was devalued in July 1997, trigger- 
ing the Asian economic crisis- The central bank report also 
t:said that Thailand’s current account surplus widened to 
F$1.28bn in October, from $1.10bn in September and 
$700m in October 1 997. Reuters. Bangkok 
See Comment & Analysis: Fallen bn -dark side of Sts 

SINGAPORE ECO N OMY . 

Manufacturing output down 

Singapore's menufacturingcw^^ 

in November compared with tire same m onth test year, the. 
Economic Development 8<^ ported 
In the January to November period, 
per cent year-or>-year. Weak 

sedor to extract by 10 per cent m Nc^be^p^ 

leum refining industry by 6 par can* 
cals sector, by 2.7. per cent However, 

sector expanded by 57.8 per cent as leading ptoite 

stoppod^^oduction to meet higher 
The electronics sector gdrted by 
ber. meeting US and European demand 1* *£&***** 
tetecommunksations equipment T J Tan, Kuala Lumpur 
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State group losses increase 

Losses at China’s statewwned industrW 

365 per cent year-on-year in thejjfrtll . 

year According to a report showing the 
Sate groups** having atiusftig to a 
' industrial «itsrp^ 
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By Gwan Robkison ki Sydney 

At-- least -six deaths and 
-numerous injuries in the 
Sydney to Hobart yacht race 
overshadowed Its closing 
stages early today, amid con- 
troversy over .why organis- 
ers did not delay , the start of 
the race in response to fore- : 
casta of had weather.-. . 

The -contest for one of the' 
most prestigious yachting 
honours became a fight for 
survival yesterday as nearly 
60 people' were winched from 
heavy seas fo the largest 
maritime rescue operation in 
Australian lustory. 

■ Yachts began sending ifis- 
tresa . signals on Sunday 
afternoon after they, were hit 
fay a frtsak; gale and waves 


which one ' competitor 
described as the size of “two- 
storey buildings". ‘Civilian 
and . naval : helicopters, 
search aircraft and vessels 
freed waves up to. 20 metres 
hi g h - ynd winds of more than 
160km per hour, off Austra- 
lia’s south-east coast. 

In a dramatic operation 

' late on Monday, helicopters 
. searching for. five missing 
men saw a fight at sea just 
as the seaith was called off 
for the night Shortly after- 
wards. they winched two 
men to safety from a fife-raft 
but learned three others on 
. It had been swept overboard. 
The .five, along with four. 

- other crew members, bad. 
abandoned their stricken. 

- vessel, Winston Churchill, 


on Sunday afternoon. 

“Most erf the crews are in 
survival pattern.” said Kevin 
Lacey, a crewman from the 
yacht Innkeeper, which 
retired from the race. 
“They’re not racing any 
more. It’s a fight to stay 
alive out there.” 

Among those presumed 
dead was Glyn Charles, a 
British Olympic y acht s man , 
who was washed overboard 
from bis 13m yacht. Sword of 
Orion, on Sunday night, and 
the three missing cr e wm en 
of Winston Church ill- Rescu- 
ers said there was “no 
chance" that Mr Charles, 
who was injured, could have 
s u rv iv ed more than 36 hours 
in the rough seas. 

One survivor said the con- 




Crew of the stricken yacht Stand Aside photographed before their i 


ditiaDs were “like sailing in 
a washing machine". On 
Sunday, two men died on 
Business Post Naiad, an Aus- 
tralian yacht which lost its 
mast after being hit by a 
10m wave. The skipper. 
Bruce Guy, suffered a heart 
attack while a crewman. 
Phil Skeggs, drowned after 
becoming entangled in 


his safety harness. 

The 54-year-old race has 
become a Christmas tradi- 
tion. As suggested by Its 
nickname, “Hell on High 
Water", the race has at times 
run into stormy seas but had 
previously claimed only two 
lives: in 1964 a man was 
washed overboard in gale- 
force winds and in 1989 a 


man died of head injuries 
after winds snapped a 
yacht's mast 

This morning as the lead- 
ing yacht, Sayonara, headed 
for line honours in the race, 
the flags festooning Hobart 
were at half-mast. Fewer 
than 50 yachts among the 
115-strong fleet of competi- 
tors remained in the race. 


Sharp slowdown in Vietnamese export growth 


By Jo nathan Bhchalt in Hand 

Vietnam' in 1998 recorded 
its .lowest rate of annual 
export growth since begin- 
ning" its .programme of 
economic reforms a diyife 
ago, with file pace falling 
from around 22 per cent- 
last year to just 0 A per cent 


over. the past. 12 months. 

According to official esti- 
- mates, the country’s total 
exports in 1988 were worth 
$9Abn, while imports 'fell by 
3 per cent to $11.39bn, 
mainly as a result of Import 
restrictions. 

Vietnam’s problems were 
aggravated by low world oil 


prices, which offset an 
increase in the volume of oO 
exports of around 25 per cent 
to 121m tonnes. 

Shipments abroad of foot- 
wear and garments, which 
together mairo up Vietnam’s 
principal manufactured 
exports, were virtually 
unchang ed over the previous 


year, with an increase in 
sales to Europe offset by a 
fall in demand in Japan. 

Regional demand has col- 
lapsed as a result of the 
Asian economic crisis: the 
value of Vietnam's exports 
to Japan, for example, is 
estimated to have fallen by 
25 per cent this year. 


Vietnam’s vulnerability in 
the current crisis is height- 
ened by the lack of a trade 
agreement with the US, 
which American officials say 
is now unlikely before 
2001. 

Exporters have also been 
hit by the effective apprecia- 
tion of the Vietnamese cur- 


rency, the dong, against its 
regional competitors. 

A recent World ’ Bank 
report noted that even 
though the dong had been 
gradually devalued by 17 per 
cent since the crisis began in 
June 1997, this had been 
“insufficient to of&et gains 
in competitors’ positions”. 


Another Deloitte Consulting Difference 


DELOITTE 

CONSULTING: 

We know what works. 


Confidence is one filing. 
Arrogance is something else altogether. 

At Deloitte Consulting, we never presume to have all the answers. 
Because weVe learned over the years that certain insights 
can only come from inside our client's organisation. 

Which is why we work collaboratrvely with you. 
And treat everyone with respect It’s all part of a working style 
that has proven to secure employee buy-in to changes at hand. 
Which ensures the complete transfer of the additional knowledge 
and skills your people will use to deliver the promised returns 
of any new strategies and technologies. 

For results you can count on today. 

And build on tomorrow. 

A very different approach. For very different results. 

Deloitte &Touche Ccrnsnlting 

• Group 

www.dtcg.com- 


€>1998 Detotn & Touche Co Hefting Group LnL 


WS-’-f 





4 



FINANCIAL TIMES TUESDAY DECEM BER 29 1 998 


INTERNATIONAL 


Netanyahu to face further poll challenge 



Ztfw Birryamin Begin: announced cancfldacy for the pr cm tetshpp 

ISLANDS D ISPUTE IDEA FLOATED IN TALKS 

Plan for freeze 
on Argentina’s 
Falklands claim 


By Ken Warn bi Buenos Aires 

A plan to freeze Argentina’s 
165-year-old claim to the 
Falkland islands has been 
floated in private discussions 
between Guido Di Telia, 
Argentina's foreign minister, 
and Mike Summers, one of 
the islands’ legislative coun- 
cillors. 

The aim would be to put 
the Argentine claim on hold 
for up to 20 years, in 
exchange for the normalisa- 
tion of communications and 
business links between the 
islands and Argentina. 

These links were broken 
with the 1982 UK-Argentine 
conflict over the islands. 

The sovereignty dispute 
continues to overshadow 
relations between Britain 
and Argentina. However, 
business and diplomatic ties 
between the two countries 
have strengthened rapidly 
since the resumption or for- 
mal relations in 1990, cul- 
minating in President Carlos 
Menem's trip to London In 
October. 

The freeze on sovereignty 
was discussed during a hast- 
ily organised meeting 
between Mr Di Telia and Mr 
Summers in Montevideo. 
Uruguay, on December 18. 

The two men dispute who 
raised the idea, with Mr 
Summers insisting that the 
proposal came from Mr Di 
Telia. 

The plan was immediately 
rebuffed by the islands' leg- 


islative council, meeting 
before Christinas, due to 
Argentina's continued 
"threatening attitude", Mr 
Summers said 

However, a sovereignty 
freeze might be acceptable to 
islanders if it culminated in 
a binding plebiscite over the 
islands' future, effectively 
ensuring their right to 
self-determination, he added. 

Islanders are unhappy 
over pending Argentine leg- 
islation threatening eco- 
nomic reprisals against oil 
companies and fishing boats 
operating off the islands 
without Argentine permis- 
sion. 

They are also concerned 
that Argentine insistence 
that flights to the islands 
should pass through Buenos 
Aires would give Argentina 
a stranglehold over air links. 

The current air link with 
South America is due to end 
at the end of March when 
LanChile withdraws its' 
weekly flights to Port Stan- 
ley in protest at the deten- 
tion in London of the former 
Chilean leader. General 
Au gusto Pinochet 

Freezing the Argentine 
claim as a way out of the 
diplomatic impasse has been 
discussed before, including 
during secret talks at Chev- 
ening. the country residence 
of the British foreign secre- 
tary, in January 1997- 

Tbe talks ended in failure, 
apparently amid divisions on 
the Argentine side. 


By Aid Machfis &i Jerusalem - 

Ze’ev Binyamin Begin, the 
only son of Menachem 
Begin, the late Israeli prime 
minister and a Likud 
founder, yesterday quit the 
party and announced his 
candidacy for the premier- 
ship In the latest challenge 
to Benjamin Netanyahu, 
Israel's prime minister. 

Mr Begin, a stalwart Likud 
ideologue, accused the gov- 
ernment of abandoning tra- 
ditional Likud doctrines 

Which maintain t hat afl of 
the biblical. Land of Israel 
including the Israeli-occu- 
pied West Bank, is an inte- 
gral part of the modem state 
of Israel. 

In a fiery speech reminis- 
cent of his father's style, Mr 
Begin lashed out at Mr 
Netanyahu’s government for 
"caving In" to the Palestin- 
ians. “Territorial compro- 
mise cannot bring peace nor 
security,” he said. 

Mr Netanyahu's govern- 


ment recently froze imple- 
mentation of the Wye River 
accord it signed in October, 
under which Israel agreed to 
transfer 13.1 per cent of the 
West Bank to Palestinian 
control. 

Although Mr Begin is 
unlikely to beat Mr Netan- 


showed Mr Begin could win 
9 per cent of the vote in the 
first round of a four-way 
race including Ehud Barak, 
Labour leader, Amnon 
Lipkln-Shahak, former army 
chief of staff who is expec- 
ted to announce his candi- 
dacy to lead a new centrist 


In a fiery speech reminiscent of his 
father’s style, Mr Begin lashed out 
at the government for ’caving in’ 
to the demands of the Palestinians 


yahu, his departure from 
Likud is a big blow to the 
prime minister, who has 
always derived support from 
Jewish settlers in the West 
Bank. Settler leaders are 
divided on whether to sup- 
port Mr Begin, since some 
fear that he could split the 
country's right wing. 

A Gallup poll last week 


party. Mr Netanyahu would 
get 27 per cent, but would 
advance to the next round. 

Labour and Likud dele- 
gates are still trying to agree 
an election date, although a 
Labour party lawmaker said 
last night both sides had ten- 
tatively agreed on May 17 for 
early elections for prime 
mhif jE te r and parliament.. 


The Knesset (parliament) 
last week voted overwhelm- 
ingly for early elections after- 
Mr. Netanyahu foiled to' 
secure support for freezing 
the peace process. 

- Party leaders ' had been 
considering several dates 
after May 4, when the five- 
year interim- period set in 
the Oslo peace accords 'ends, i 
and Yassir .Arafat, -Palestine 
ten .Authority . president, 
plans unilaterally to declare 
statehood. Labour leaders 
are trying to convince Mr ; 
Arafat to defer declaring 
statehood, since this could i 
play into Mr Netanyahu's j 
hands during .elections. 

Meanwhile, Ya’akov Nee- 
man, who recently resigned i 
as finance minister, urged ; 
parties to go to the polls as ] 
soon as possible, since an 
extended campaign would 
make it difficult to cut the 
budget deficit from 2.4 per.i 
cent of gross domestic prod- i 
uct this year to 2 per rant 
next year as planned. 


Doubt over UN task in Angola 


By Mark Turner In Nairobi 

The weekend disappearance 
in Angola of an aircraft with 
10 United Nations monitors, 
an board has added to a 
growing debate about the 
future of Monua, the UN’s 
observer mission in the 
country. 

Diplomats and Monua offi- 
cials say the organisation's 
current mandate,- to. oversee 
the implementation of the 
1994 Lusaka peace agree- 
ment ‘between the Angolan 
government and Unita rebel 
movement, has become 
almost untenable following 
the resumption of all-out 
hostilities between the war- 
ring parties earlier this 
month. 

"I think it will be very dif- 
ficult for Monua staff to stay 
where they are and perform 
any task," said a diplomat 
close to the organisation, 
“There will have to be a 
change in the concept and 
deployment of Monua.” 

Issa DiaHo. the special rep- 
resentative of the UN sec- 


rotary-general, is expected to 
present a mid-term review of 
Monua 's mandate early next 
month. 

' "That report will be a 
milestone.” said one diplo- 
mat ,i lt will set the parame- 
ters for the debate.” 

Unita and the Angola gov- 
ernment renewed hostilities, 
earlier this month, witfr 
heavy fighting around the 
towns of Kuito and Huambo. 
previously a Unita strong- 
hold, in the country’s central 

hi ghlands . 

Tbousands of refugees 
have fled to Huambo, which 
remains in government 
hands, threatening a human- 
itarian crisis, according to 
aid agency officials. 

The UN aircraft with 14 
people on board, went down, 
in flames shortly after leav- 
ing Huambo on Saturday, 
crashing 40km away in Vila 
Nova,' according to ; goverhr 
xoent reports. The cause of 
the disappearance remains 
unclear. 1; 

■.The World Food Pro-' 
'-gramme, -has . grounded hU - 


com. 

OM2ZAMUJ; 




aircraft operating in the 
region until tomorrow pend- 
ing review and Mr DiaHo has 
, called for a ceasefire to 
enable a search and rescue 
mission to be mounted.- • 

"In our. hour of* need we ; 
appeal to. Unita. to respond 
by. estabUshing contact with'- 
me and provide information; 
about, the czfesh; hs weB.-as; 
giving, Monua - assurjam^.o^ 
safe-passage to the locatfod 
of the .crash,” be laid.: V ’ £" 

• - ■ * i r -' 


The disappearance comes 
amid growing criticism by 
the Angolan i. government.- j 
that Monua.; stood aside 
while - Unita ..fidtitgd '-the : :• 
Lusaka peace.agjeegn eta. add . 
rearmed. " v ". • j 

In a recent' radfo«tatett#4 i 
it attacked “the passive and 
complacent wiAarriw - in which 
the international community 
witnessed Unite’s .repeated 
failures to adhere to thp ■ 
Lusaka Protocol, despite, 
.--complaints made at the 

™nie.'igE3 bps conceded that 
the goven n nafctog "funda- 
mentally complied? wt1±L,the 
Lusaka protocol, white* IJnttf*. 
has refused to concede terri- 
tory and turn over Its weap- 
ons. ■■■ .* . 

Diplomats said that discus? 
stems on a new role for the 
: UN were at preliminary 
. stages hut that so for there 
;. had been no overt calls for a: 
ntditary^backed peace-keep- 
have to 




Accord, 


ary. party rpT^.-and;,*^ 


dep-. by. -Thtys; ■ 

Qte'gbminjentis to 
^^liUui^»^^ehteid coxfisti- 
t£h£ 'y .t^Ctiohal c^iaoS, -is file, most 
Iflpfi hitter) v -.'contested in 20. 


With just four days to go ' Action . pariy?;(PAN7, would:- ■ If a‘ jhul.aceprd hvpii^ung]^^ coifisti- 

before they must approve remove a ■■ bite 1 stumbling' tatiohal chao^, -is file most 

next year’s budgbt,'Iegisla- Wcxik toabmiget^reemenfcLjjprK^ited today’ to iM B BB Bi ''bitterly' r-fcon tested in 20. 
tors negotiating . Mexico’s . Legislatoitf .onrjthe lower :• ' house. ' . {• :~-7&W r Z ^aars, f and the 1 provision, to 

1999 financial package hare house’s- tre^ury.feommission , Opposftloi^ .pai^tes 'lteve '-raise phone rates -Is among 
tentatively agreed to shelve wereschedttf edta meet.laler - strongly ^op^osed^the tele-' the most contentious mea- 
a contentious new* tax on yesterday to. begin discus 1 phone tax, Whictrthe govern- sures. The proposed rises 
telephone companies;; a ; Sjons on hxfw to.flli thd esti- " .meht proposed to replace ’ have met widespread disap^ 
senior legislator said yester- , mated' Jl.lbn shortfall that revenue lost by foiling world ’ proval, with the PAN* mslat- 
day. : wotdd - result if - ; the govern- ofl prices. Those, opponents ing it yrill not vote for ahud- 

The accord, reached .eariy merit's proposed increases in have - been. .bucked by big get contahmag-ah iBcreasednr 
yesterday after meetings telephone charges were telecommuhktetions compa- telephone 1 ' ebaigeg- and-' 
between Treasury officials rejected. nies such as Telefonos de housewives taking bo the 

and legislators from the rul- "The initial agreement has Mexico (Telmex). streets In protest ■ 


-senior legislator said yester- 
day. : 

The accord, reached eariy 
yesterday after meetings 
between Treasury officials 
and legislators from the rul- 


mated' Sl.lbn shortfall that 
would result if the govern- 
ment’s proposed Increases In 
telephone charges were 
rejected. 

“The initial agreement has 


revenue lost by foiling world 
ofl. prices. Those* opponents 
have - been.., b&cked by big 
telecommunications compa- 
nies such as Telefonos de 
Mexico (Telmex). 


‘ i NEWS DIGEST . 

WAVE OF HOCTAGE-TAMNB C 0 HI 1 NUES 

Yemen tribesmen kidnap 
16 western tourists 

Tribesmen yesterday Mdnapped 1 6 western tourists. . 
Inchxffng 12 Britons, who were visiting southern Yemen, 
efiptoniats sakl The tourists also included two Americans 
and two Australians. They were seized in the early after- 
noon bytrfoeameninthe southern province ofAbyan. 

One diplomat' said the tourists had been travel hng tn f ive 
vehicles, but one carrying a Yemeni guide and a Britten 
man escaped. The two Informed the involved embassies of 
the kidnap pings. ; ■ . . . . i 

. The kidnap^ngsiook ptace tfiree weeks after tribesmen 
abducted. focr. German tourists, including three women. 
Yemeni officiate said the Germans were seized by mem- 
bers erf the Ban) Dabiyan tribe and were being held in 
Marita province 170km east of the capital. The Ban! Dabi- 
yan tribe vowed In a written pledge to Yemeni president 
All Abdullah Saleh in June that it would help the govern- 
ment put an end to abductions. 

More than 100 foreigners, including several diplomats 
and oH workers, -have been abducted since 1992, but most 
have been released unharmed. Reuter, Sana’a 

BANK0F1SRAEL 

Plan for new legal framework 

A public committee yesterday submitted proposals for a 
new legal framework for the Bank of Israel that would 
diminish the power of the central bank governor by creat- 
ing a monetary policy committee. 

Under the proposals, unlikely to be legislated lor until 
after thB forthcoming national elections, the monetary 

■ le governor, his. deputy, end -- 
economic experts. 

-irito developed world maftete 
Union requires ft to adapt its 
infoes and 4p place high pri-. 
Ehe pubfle committee heaped 
er Court justice. The bus&iBSS; 
storms to prirtost d, the tj^rt - 
Jacob ^Frenkel, bank govar- 
tion. . Aw MacfiHs, Jerusatem - 

> ; L . 

FIS backing for election > 

.Algeria’s outlawed telamto Salvation Front (FIS) yesterday i 
; :jmw > its weight behind the coming A^erian pr^identiaf ; ' 
eledti^and pledged to play a large part In the carapEdgri. ; 
The vote ras boon set for April foHowing a surprise- decir ; 
sion by President Liamine Zeroual to stand down. ^ i 
“We Will work-towards making these [elections] a genu- < 

. he beginning of a just and global political solution in the 
Context of national reconciliation and of a return to peace ; 

. and 'security, In the counhy.,:>," th9 FIS foreign co-ordinat- 
■' ing council said In a-S^axierA i^easecl in prance. 

‘- . Vnie TTS, Algeria's largest cpppdtiori group, was banned 
.. and" WentljrWergrodntt after authorities cancelled a general- 
elects bn irt i 992 in.wttich radical Islamists held a com- i . .-. 
mandffjgfjead," ; , . • ' •' 

-. More lhan .fe.OQO people have been kHlecTin bloody ! 
T strifolrW»|vlng.lsterhic niiUtahtsfo Algeria ; since the aborted I 
t992 vote, aCcxxdkTg to western estimates. Reuters, Paris * 

scout jamboree opened ' 

' Chilean president Eduardo Frei yesterday opened the 19th ' . 

World Scout Jambbreey tirtegkig together about 34,000 
. scouts arid organisers from; 760 countries. The jamboree, * 
laid oution a 3,000-hectare site,- is the first to be held In 
Latinr America, ki'a break-from tradition, members of the 
pubpc.Wfll ntat'be alkwed on to the site, but can observe 
frOm’loqla>U^ ^pi^ the main camping area. - ' ' . / 

v ■' The; Jamboree, which is reported td lfove dost $25m to 
- sfeagei ba^ presented a logisfleafl headache to metropolitan 
\=and TO^nafpcScC deplc^U Ththelr. tfwuMh<fat6 control" 
traffic htiadlng to the^ event and^ hofidaymakers using the 
same route on journeys south to the country’s popular 
lake district and beaches. Mark MuWgan, Santiago 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly figures eva shown In Max form with the common base year of 1985. The reel exchange rata la an Index throughout: other quarterly and monthly figures i 
the percertage change over the correspandhig period In the previous year and are posMve urtea otheratee dated. 
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Siemens optimistic on China despite 
difficulties ahead for foreign investors 


‘We all believe in the future of the Chinese 
market.’ James Harding talks to Ernst 
Behrens, who oversees operations there 


E rnst Behrens, the presi- 
dent of Siemens in 
China, says long-term 
investors come to China 
with their eyes open. 

“We all believe in the 
future of this market.” he 
says, "and, as much, as we 
would like certain different 
conditions in operations and 
profitability, we are all 
aware of the importance of 
this market and we make 
the necessary Investment In 
terms of manpower and capi- 
tal." 

Siemens has Invested more 
than most European compa- 
nies in China. 

But the question facing 
the German engineering and 
electronics group, like many 
other international investors 
that have r made a 
"long-term" commitment to 
China is when - even 
whether - their strategic 
investments will pay off - 
Most of Siemens' 45 joint 
ventures in Chinn are profit- 
able but Mr Behrens 
acknowledges: “We still talk 

about our strategic future.” 

Mr Behrens says: “If 
people would have told us 10 
years ago what we would, 
have been able to do today,' 
nobody would have believed 
It... great progress has been 
made over the past years, 
with regard to operational 
concerns in China.” Siemens 
opened its representative 
office In Beijing ln 1982. 

However, the immediate 
reality is that business con- 
ditions in China have been 
getting tougher overthe past 
year. 


Indeed, there Is a sense 
among a number of foreign 
investors that the prospects 
of realising their longstand- 
ing, ‘Tong-term” ambitions 
of China-generated profits 
are not getting any nearer. 

Mr Behrens agrees that 
the commercial environment 
has become .markedly more 
difficult since last year, not- 
ing the challenge arising 
from more competent and 
more competitive local Chi- 
. nese companies. . 

"Western companies have 
been downloading know-how 
and technology Into. China 
intensively in the last eight 
to io years," he says. 

• “Of course It has to bear 
1 fruit and it does. I am cer- 
tain we will be confronted 
with Chinese competition in 
the same way as we are- con; 
fronted with Japanese, Kor- 
. ean and western competition 
today In five or 10 years. „ 
we are. genera Hog Chinese 
competition, but we cannot 
be afraid of it" . 

Downward pressure on 
prices has been' particularly' 
keen in the power machin- 
ery industry, where 
gins [are] so small that the~ 
business becomes very diffi- 
cult”, the white goods indus- 
try, which has “not been so. : 
encouraging”, and the build- 
opera te- transfer (BOT) ; pit* 

jects market, which has 
offered up no new opportuni- 
ties for Siemens partly, 
because if regulations are 
such that it does not pay you: . 
the returns later on... don’t, 
do it". 

"Are there high prices 


anywhere in China now?” 
Mr Behrens asks. “A few 
consumer products, maybe, 
but not in industrial prod- 
ucts” - 

The. rise of competitive 
Chinese manufacturers rep- 
resents a challenge bat was 
an inevitable feature of the 
country’s economic develop- 
ment. \ 

An added concern for for- 
eign investors in recent 
months have been the signs 
that the government may 
actively favour domestic 
companies .- and prevent 
International manufacturers 
from competing on an equal 
footing. 

The telecommunications 
sector, where Chinese com- 
panies have rapidly devel- 
oped goods and .services 
comparable with foreign 
competitors, has sent a wor- 
rying signal. ' 

Beijing has drawn-dp two 
documents outlining ways of 

reducing foreigners’ share of 

the mobile phone equipment 
market and helping Chinese 
companies win control of the 
market 


M r Behrens under- 
stands the dual pres- 
sures on the Beijing 
leadership: “The government 
haxTo find a way on. the one 
hand-p? satisfy the expecta- 
rifotus- at foreign .investors 
and on. the other., to safe- 
guard the .Ideal Industfcefl;. 
before '.is '• toq~‘much 
dominated v by- * foreign 
operations.” 

, The head of Siemens 
China is also frustrated fry 
the Lack of Beijing’s progress 
towards World Trade Organ- 
isation membership. 

“We would have wished 
that China would have 


joined the WTO by th 
1999.. .it is somewhat f 
away than it appeared 
beginning of this 
which we regret,” Mj 
reus says. 

The stricter impler 
tion of foreign exc 
controls has been ai 
irritant felt acute! 
large international c 
nies. 

Thomas Doeke, axe 
vice-president of Sii 
China, says: "We haw 
a tightening of cot 
Things that were apj 
. in a couple of days ca 
take a couple of mont! 

While foreign inv 
wait for China to real 
long-awaited potently 
focus has shifted to c 
costs and raising pro 
ity. 

"We will not pv 
another 40 joint venti 
the next 10 years. Ba 
all the technologies tl 
want to bring in we 
here,” says Mr Be: 
“Now it js all set up a 
come into the second 
of operation in Chin: 
have to look into pro 
ity and processes." 
i Siemens China wil 
' centra te on asset mi 
faent. reducing invet 
aod receivables, "it ; 
ting tougher in China 
lect money. Coll 
money will be one of t 

^snes-.-for nptimisim 

tal" says Mr Doeke. 

But Siemens waiwa 
“long-term" ambitioi 
Behrens says: “We a 
deterred in any way f 
the Asian crisis and i 
py the somewhat dl 
internal conditions 1 
the Chinese econom 
will just go ahead " 
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R E P L A CED T HE DIN OS A U R S 
B E C A USE 

THEY WERE FA STE R , 
SMALLER ; 

AND MORE AGGRESSIVE. 
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The train in the photograph is a ETR500 
built by Consooio Tievi 


Fcrrovie dclio Stato is undergoing major 
reorganisation in response to customer 
demands to increase its competitiveness 
in a more open market situation. 
Although their needs vary, all our 
customers get the same treatment: the 
best one. The overhauling of Ferrovie 
dello Stato is a large step forward in travel 
convenience. 
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DELLO STATO 


EVOLVING TO COMPETE 


IN EUROPE. 


















This announcement appears as a matter of record only. 
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Global Offering ENI 4 
1 ,137,000,000 ordinary shares 
ITL 13,000 baifion 

Joint Global Coordinator 


Private Placement ALITALIA 
27,600,000 ordinary shares 
m 787 billion 

Joint Global Coordinator 


A litalia 


Capital Increase 
360,306.706 onfinary shares 
ITL 1,000 billion 
Joint Global Coordinator 


jSaipem 


Global Offering 
115,000,000 ordinary shares 
m 1,140 bilHon 
Joint Global Coordinator 




UNIM 


UNIONE IMMOBIUARE 
listing 

Advisor and Sponsor 



EEUi 


BANCA POFOLARE 01 VBWNA 
BANCO S. GBMNIANO 
ES.PROSPERO 
Listing 

Advisor and Sponsor 


57 


ST MICROELECTRONICS 
6lobal Offering 
19,000,000 ordinary shares 
ITL 2,392 billion 
tend Manager Public Offering 
and Sponsor 




EUROPEAN INVESTMENT BANK 
Euro Bond Placement 
Euro 300 million 
Load Manager and Bookrunner 



SJROPEAN INVESTMENT BANK 
Euro Bond Placement 
m.1 ,000 billion 
Lead Manager and Bookrunner 




WORLD BANK 
Euro Bond P la cemen t 
Oraduna 35 bilKfit 
bead Manager and Bookur 


MEDKXREDITO 

CEKTRAIE 

Equity-linked Public Offering 
5 years 

ITL185 billion 
Lead Manager 


MHHOCREDITO LOMBARDO 

Zero Coupon 
30 years 
ta 400 billion 
Lead Manager 


Banco 

AmbrosianoVeneto 


Upper Tier 41 
10 years 
fTL 250 billion 
Sole Manager 


❖ 

CREDtOP 


Comodity-linked 
5 years 

m 100 billion 
Lead Manager 


(SiD 

>~-BANK(LUX5.A. 


Euro Bond Ptacer 
Zloty 300 mHli 
Arranger 




Start-up Financing 
4 years 
ITL 9 billion 
Arranger 


Gmw&Faai 

S y nd ica ted Loan 
5 years 
ITL 36 billion 
Arranger 



Spin-off Real Estate 

Financial Advisor 


£7 


Ac quisi tio n minority stake in 

AIR EUROPE 

Financial Advisor 


COMUNE m ROMA 
. .Pri v ati sa tion 

Financial Advisor 



TURIN HOTELS 

laTIRNATIONAL 

Acquisition 
SGAS Hotels 
Financial Advisor 




Acquisition 
DR MONTE Europe 

Financial Advisor 


^^S&andia 


Sale 

UNIASS and MUU1ASS 
Financial Advisor 


BUZZI CEMENT! 
Takeover Bid 
UNICEM . 

Financial Advisor 


«Qs \ 

MEDIASET f 

Valuation 
TELEONCO 

Financial Advisor 
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ERG 


Private Placement 
16,000,000 ordinary shares 
m. 116 billion 

Joint Lead Manager 
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WORLD BANK 
Bond Placement 
150 million 
Lead Manager 



+ 



GENERAL MOTORS CORPORATION | 
Euro Bond Placement 
m.300 billion 
Joint Lead Manager 


+ 



+ 


Domestic Bond Placement 
5 years 
fTL 250 billion 
Arranger and Lead Manager 
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v v I Disposal of 

| CREDIOP 

. •>. .• i Financial Advisor 
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+ 
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Agippetroi 
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eiobalOffcring 
22,700,000 ordinary shares 
ITL 150 billion 

Lead Manager Public Offering 


+ 





Si LAZIO 
Global Offering 
22^)00,000 ordinary shares 
ITL 133 bilfion 
GkMQnaSnadnndSpansar 


+ 


Global Offering 
4,520,000 ordinary shares 

fTL 61 billion 

Global Coordinator and Sponsor I 



PROVINCE OF QUEBEC 
Euro Private Placement 
20 years 
Euro 22 million 
Sale Manager 


+ 



RADIO THEWSAO PORTUGUESE 
Syndicated Loan "Schuldschein"J 
7 years 

Pte 11,100 million 
Joint Arranger 


+ 


CENTROBANCA 


Zero Coupon 
20 years 
ITL 800 billion 
Lead Manager 


OTUPPOCSHKOrro 

Euro Bond Placement 
5 years 
FTL 250 billion 
Bookrunner 
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GROUP 

MERLONI TERMOSAMIAM 
Euro Bond Placement 
ITL 150 trillion 
Arranger and Lead Manager 



afcaita 


ATI 

ftivatisation 
Financial Advisor 
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Digital TV 

Financial Advisor 
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“^T^ tteposal of Hotel Operations 
Financial Advisor 

: A 
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monhadoori 


Acquisitions in 
Educational Publishing 
Financial Advisor 
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Mandatory Takeover Bid 

ESA0TE 

Coordinator and Agent 


+ 



+ 



Mandatary Takeover Bid 
SERR 

Coordinator and Agent 
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The Highest Common Denominator, 

1998: once again, we.have enhanced the value of our clients. 

To be continued in 1999. 
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BRITAIN 


POLITICS PRESS SECRETARY ACCUSED OF BLOWING WHISTLE ON HOME LOANS AFFAIR THAT LED TO MINISTERS’ DOWNFALL 


Chancellor’s spokesman incurs Blair’s wrath 


By George Parker, 
Pofitical Correspondent 


The prime minister' office 
yesterday heaped the blame 
for the government's disas- 
trous Christmas on Charlie 
Whelan, the chancellor of 
the exchequer's controver- 
sial press secretary. 

Tony Blair suspects Mr 
Whelan was behind the leak- 
ing of details of Peter 
Mandelson's £373,000 
($626,640) home loan from 
Geollrey Robinson, which 
resulted in the resignation of 


A s last voyages go, the 
final sea dumping trip 
of the sewage sludge 
barge MV Northumbrian 
Water Is short on romance. 

Captain Steve Bains and 
his crew have the kind of job 
many people prefer not to 
think about. 

But before the new year 
Captain Rains and his men 
will earn a footnote in envi- 
ronmental history when 
they discharge the last cargo 
of sewage sludge off the 
coast of north-east En gland , 
just before European legisla- 
tion outlaws the practice. 

“We are the environmen- 
tally friendly end of your toi- 
let and proud of it." says 
chief officer Martin Allison. 

Not all Europeans view 
sewage sludge dumping so 
benignly. Under the 1992 
Urban Waste Water Treat- 
ment Directive, agreed by 
the 1987 North Sea Confer- 
ence in London, sewage 
sludge disposal off coasts 
throughout Europe must 
stop by midnight on Decem- 
ber 31 1998. Since most of 
those continental European 
countries with comprehen- 
sive sewage collection ser- 
vices already favour inciner- 
ation, landfill or agricultural 
use, the UK is among the 
few affected by the ban. 

British sewage companies 
have spent about £5 00 m 


both ministers. Mr Mandel- 
son was chief trade and 
industry minister, and Mr 
Robinson was paymaster 
general at the Treasury. 

Gordon Brown, the chan- 
cellor, is determined to 
retain the services of his 
spokesman, who has denied 
any involvement in the leak- 
ing of the story. 

Mr Whelan’s survival wOl 
be a test of political strength 
between the prime minister 
and his chancellor, and 
threatens further to destabil- 
ise the a dminis tration. 


($840m) over the last five 
years on chan g in g how they 
deal with sewage sludge 
because of the directive. 
Most have already stopped 
sea dumping. 

But if tides and winds per- 
mit. Captain Bains is plan- 
ning a last dumping trip on 
December 31 from the River 
Tyne to the disposal ground, 
four miles off Whitley Bay, 
with his cargo of 1.350 
tonnes of Geordle sewage. 

For merchant seamen, 
who normally spend months 
away from home at a 
stretch, a Bve-days-a-week 
job on the MV Northum- 
brian Water, getting back 
home each night, seems 
quite appealing. 

Northumbrian, which has 
dumped sludge at sea since 
the 1970s, has regularly 
received inquiries from sea- 
men keen to get a job on the 
boat 

Each week, she carries out 
between seven and nine 
round trips, each four hours 
long, from the Howdon sew- 
age treatment works on the 
Tyne to the Ministry of Agri- 
culture, Fisheries and Food- 
approved dumping ground, 
plus one longer trip a week 
from the Portrack treatment 
works on the river Tees. 

Her cargo, held in tanks 
and discharged with the help 
of -air blowers, has under- 


Jack Cunningham, Mr 
Blair's cabinet “enforcer”, 
was yesterday despatched to 
deliver a stern dressing 
down to ministerial aides 
wbo pursued “their own 
agendas”. 

Al tho u g h Mr Cunningham 
declined to identify Mr Whe- 
lan it was clear that the mes- 
sage was aimed at the out- 
spoken Treasury spokesman. 

"Unauthorised, anony- 
mous briefings have caused 
trouble for the government, 
are causing trouble, and 
have to stop.” he said. 


gone primary treatment 
before being piped on to the 
barge. 

This means it has been 
screened to remove paper, 
plastic, rubber, metal, false 
teeth, dead animals and cot- 
ton buds. Then it settles in 
tanks at the treatment 
works for eight hours, so the 
heavier matter sinks. 

"It's t-hp same as making 


Mr Cunningham said the 
damag in g bri efing did not 
come “exclusively from any 
one particular source”. Con- 
servatives interpreted that 
as meaning that a lot of it 
did. 

Meanwhile, a senior offi- 
cial from the prime minis- 
ter's office was quoted yes- 
terday as saying it would not 
be held to ransom “by one 
little oik”. 

However, if Mr Whelan 
was forced out of the govern- 
ment. his scope for revealing 
embarrassing political 


coffee in a cafetiere," says 
Northumbrian Water’s bead 
of corporate affairs Andrew 
Panting. 

This concept does not 
trouble Captain Bains, 
although he is aware of the 
need for caution because of 
sewage gases. 

No, he does not get sick - 
“just sick of the sea.” 

However, carrying out 


secrets could be greatly 
enhanced. 

With Mr Mandelson seeth- 
ing on the backbenches in 
the House of Commons, and 
bad blood bunding between 
the prime nrinictpr and the 
Treasury, the prospect of the 
government being damaged 
by further feuding is grow- 
ing. 

Mr Brown’s power base at 
the Treasury would be 
severely damaged if he lost 
Mr Whelan as well as Mr 
Robinson, who resigned as 
paymaster general last week. 


emergency repairs to the 
sewage tank valves which 
must open to release the 
sewage in which they are 
immersed is not a popular 
job. “1 matte the mistake of 
triUng my wife about it and 
she kept away from me for a 
fortnight," sighs Mr Allison. 

What to do with sewage 
sludge is a global issue. 
Incineration, landfill and 


Mr Blair has so far faffed 
to find a ministerial replace- 
ment to fill t he gap in Mr 
Brown’s team, and has 
departed for a fondly holiday 
in the Seychelles. 

The delay in finding a 
replacement Is unusual, and 
reflects the fact that the 
government is already up to 
its limit for ministerial sala- 
ries. 

Mr Robinson worked with- 
out pay, and his replacement 
at the Treasury would 
require another department 


agricultural use are not 
without problems. 

The Japanese, says Mr 
Panting, have even tried 
making jewellery from vitri- 
fied sewage. “It’s known as 
kraptonite.” In engineering 
terms, sewage is not the 
same worldwide. Japanese 
sewage sludge, for example, 
is high fibre, low fot Geordie 
sewage is high fet. low fibre. 


- a move Mr Blair may be 
unwilling to countenance in 
the current climate. 

Meanwhile, Francis 
Maude, shadow chancellor, 
yesterday demanded details 
of the extent , to which Mr 
Brown topped up the sala- 
ries of his staff before the 
1997 general election using 
funds from Mr Robinson. 

Malcolm . Bruce, Liberal 
Democrat Treasury spokes- 
man, said Mr Blair must get 
rid of Mr Whelan If he was 
found to be behind. Mr 


Because of ’the 1992 Euro- 
pean directive, by 2005 all 
but minor sewage discharges 
in the UK must undergo at 
least secondary treatment, 
which means introducing 
bacterial micro-organisms. 
The bacteria remove the liq- 
uid’s polluting potential, 
making it more acceptable 
for discharge into rivers. 
Compliance is costing more 
than £6bn in England and 
Wales alone. 

Northumbrian has built a 
£250m-plus complex. Bran 
Rands , on the Tees, compris- 
ing an effluent treatment 
works , for Teesside and a 
regional sludge treatment 
centre iwhere . Europe’s big- 
gest tumble dryers have just 
begun . to turn the sludge 
into pellets for agricultural 
and land reclamation use. 

In a further refinement, it 
is designing a pilot plant 
that will heat the pellets to 
850 degrees C. This will 
release methane to create 
the gas which drives the 
tumble dryers to make more 
pellets. The aim Is, simulta- 
neously,' to . tackle the sew- 
age disposal problem and in 
doing so produce ash. for use 
in breeze, block manufacture, 
and electricity. . 

So Northumbrian’s sludge 
barge men will still have 
jobs. After the sea dumping 
pnds, the MV Northumbrian 
Water, assisted by recently 
acquired MV Dalmamock, 
wffl be needed to ferry, all 
Tyneside's sewage sludge to 
Bran Sands. 


Unions 
chief 
warns of 
looming 
deflation 

By Robert Taylor, 
Employment Efltor 


The UK mil have the lowest 
growth rate of any European 
country, with a real danger 
or deflation. John Monks. 
Trades Union Congress gen- 
eral secretary, has warned. 

"U will be painful for us 
outside European economic 
and monetary union,” he 
said. 

The TUC expects unem- 
ployment to * climb by at 
least 400,000 over the year, 
mostly in the manufacturing 
sector where trade unionism 
remains relatively strong. As 
a result Mr Monks sal’s the 
TUC is budgeting for a 2 per 
cent net decline in union 
. membership, which will take 
the overall figure to les* 
than 30 per cent of workers 
for the first time since the 
1920s depression. 

•_ But Ms main worry is the 
UK's self-exclusion from the 
euro which he believes will 
precipitate exchange rate 
instability and a “very 
uncomfortable relationship” 
with the. European Union. 

Mr Monks also sees a 
looming difference, between 
the UK government and the 
TUC over EU {dans to insist 
that companies employing 50 
or . more workers create 
information and consulta- 
tion committees. Tony Blair. 
thp primp minister, remains 
opposed to such an idea 
while the TUC gives it a 
high priority. 

“The government sees 
such bodies as Trojan horses 
for trade union representa- 
tion. but they are part oi 
best practice in the most 
successful of UK compa- 
nies,” he says. 

Mr Monks is distressed 
that the government seems 
unwilling to accept that the 
unions have modernised and 
favour social partnership 
with companies. He remains 
angry that a recent discus- 
sion paper on competitive- 
ness bad nothing to say 
about the role trade unions 
might play in improving 
business performance. 



Flushed with environmental success, crew prepares for final voyage 


Chris Tighe reports from aboard the MV 
Northumbrian Water which will take its last 
cargo of sewage sludge to sea this week 


Captain Stephen Bains: does not get sicfc - ‘just sick at the sea’ Stuart CXAteretde 
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Country reviews-.19I Countries— 191 reports! 
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The new Weekly Petroleum Argus 

Petroleum Argus 
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Forex, Futures, Options 
and Guaranteed Funds 

Telephone +1 345 945 3100 
Website www.cfbh.com. 
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24 HRS GLOBAL OFFSHORE TRADING 


APPOINTMENTS 


CAPITAL MARK£TS/lN\ r ESTMENT BANKING 
CENTRALAND EASTERN EUROPEAN COVERAGE 

Tht> leading international f inancial services company wishes to appoint > 
6 ?LujobUbp manager la rover major rfnaas in Central and Eastern Europe, 
specifically Poland. Latvia. liihnaiia and Estonia. Responsibilities will 
include origination, adiivxy and executive of transactions in equity, fixed 
income and merger and acquoUiua, traroastions. Applicants mas have a 
mini muni of 2 to 3 yens' a/oifc experience meimiiwp matketin^ , sales ad 
corporate finance specifically in Central and Eastern Europe, proven 
relainndifp experaiKc with corpor a tion* and diems in die regions and to* 
depth knowledge of oil relevant financial production. Hr n—t 

aka have complete flnency in Polish and English and he whremH to BA 
de g ree level. Salary area (SQjQOQ. 

Please write, enclosing fuD curriculum vinic, ct> Box A& 270 , Financial Times, 
One Snmhwari Bridge. London. 5 E I 9 HL 
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Moments of 

delight and 
surprise 

William Packer nominates his favourite 
ana feast favourite - shows from what 
has been a good year for art 
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To say that this past year, so 
for as the visual arts are con- 
cerned, has been much as 
any other is not to confess 
myself world-weary, blasg, 
and bored by It all. Disap- 
pointed, irritated, frustrated? 
Yes, of course, but hardly 
bored in a field so infinitely 
varied. As always, from May- 
fair to Manhattan, there 
have also been many com- 
pensating moments of real 
delight and. satisfaction, 
whether as familiar pleasure 
or surprise. 

To start with that old 
whipping-boy, the Tate, and 


The wooden 
spoon goes to the 
Turner Prize; but 
Bonnard and 
Sargent were also 
at the Tate 

the Turner Prize, still fresh 
in the mind. The award to 
Chris Ofili (he of the scato- 
logical folk-hero art. all set 
about with elephant dung), 
together with his autumn 
retrospective at the Serpen- 
tine. marked for me the low 
point of the year, made 
lower perhaps for having for 
ihe first time in 14 years 
jbeen made in the name of 
^painting, ■mere: that is the 
wooden spoon out of the way 
- which he shares only with 
Anthony Gormley. whose 
grotesquely pretentious 
mannikins cluttered up the 
Royal Academy’s forecourt 
all summer. 

But all that said, bow then 
can we really set in stone 
our attitude to an institution . 


that, at the same time, is 
bringing us the great Sar- 
gent in all his glory, that 
brought us Bonnard no less 
glorious in the spring; and in 
the summer gave us Lucian 
Freud in his late vigour, and 
paid admirable if belated 
tribute to Patrick Heron? 
The Tate’s Bonnard and Sar- 
gent exhibitions could each 
lay reasonable ciafm alone to 
being the best exhibition in 
even an exceptional year. 

We sometimes write off 
the Hayward Gallery with 
too pat a prejudice as well. 
Its Dressing. the Century this 
autumn may have proved a 
waste of a good idea in its 
attempt to examine the rela- 
tion of art to fashion, but its 
spare celebration of Francis 
Bacon in the spring was a 
minor triumph. The Royal 
Academy has had by its 
standards a fairly unsensa- 
tional year, yet Chagall, -wn 
in love through his years, in 
Russia during and after the 
first world war, was a quiet 
revelation; the Summer 
Show was its USUal en g a g in g 
self; and the Art Treasures of 
England was a timely polem- 
ical celebration of Britain's 
straitened provincial muse- 
ums, if only our masters 
were acute enough to take 
the point Picasso's 
turned out to be a substan- 
tial and enjoyable treat in 
defiance of expectation. 

As for the National Gal- 
lery. if its study by Jonathan 
Miller of the depiction of 
reflection in works of art 
was, in the event an over- 
literary, albeit entertaining 
statement of the obvious, its 
smaller studies of Van Eyck 
in the spring and Canaletto's 
Venice in . the summer were 
generous recompense. So too 
it has been at the' V & A, 









On reflection: Vetazquaz's 'Kitchen Scene with Christ in the House of Martha and Mary* was pert of the National Gallery’s 'Mirror Image', an ow-Bterary, albeit entertaining, statement of the obvious 


where the Poster exhibition 
may have been another 
wasted opportunity, but the 
current double-bill, of 
Aubrey Beardsley, the deca- 
dent Illustrator, and. Grinl- 
ing Gibbons, the virtuoso 
carver, is quite remarkable. 

Elsewhere in London we 
have had the Dulwich Pic- 
ture Gallery scooping every- 
one with the first retrospec- 
tive in the UK of the work of 
Pieter de Hooch,. Vermeer’s 
contemporary and rival The 
Estorick Collection has set 
itself up in north London as 
a centre for the study and 
presentation of Italian mod- 
ernism, and a most welcome 
and necessary addition it is. 
The Queen's Gallery at 
Buckingham Palace has 
given us the drawings of 


Michelangelo, the British 
Museum those of Claude 
Lorrain. Less happily the 
Serpentine, magnificently 
refurbished, re-opened with 
the pioneer conceptualise 
Manzoni, more vacuous now 
than be seemed 40 years ago, 
and followed him with Cor- 
nelia Parker, his worthy heir 
with her bits of fluff and 
stretched spoons. 

With so much on In public 
galleries in London, let alone 
the regions and abroad, the 
private galleries get too eas- 
ily overlooked. Nevertheless, 
one of them, Timothy Tay- 
lor, put on what was for me 
easily the best small show of 
the year: the handful . of 
large paintings variously of 
the Thames and its estuary, 
that the late Michael And- 


rews was working on in the 
year up to his death in 1995. 

Other remarkable shows 
at various times throughout 
the year were the Gerhard 
Richter at Anthony d’Ofiay, 
Bernard Cohen and Terry 
Frost at Flowers East; Pat- 
rick Caulfield and W illiam 
Turnbull at Waddington; 
Peter Phillips at Thomas 
Gibson: Alan Green. Edwlna 
Leapman and Roger Adding 
at Annely Juda; Maurice 
Cockrill at Purdy/Hicks; 
Shani Rhys-James at Gra- 
ham Paton; Jock MacFadyen 
and Humphrey Ocean at 
Kapil Jarawala; Mary Potter 
at The fine Art Society; and 
Paul Huxley at Jason & 
Rhodes. 

. I would also recommend 
Albert Irvin at G impel Fils; 


David Tindle at the Redferm 
and Pauline Boty at The 
Mayor and Whitford gal- 
leries - all of them still on. 

Abroad, and out of London 
too, have had their 
moments, and as good as 
any was the opening of the 
new Gemaldegalerie in Ber- 
lin - not so much for archi- 
tecture, which is something- 
of a curate’s egg. but fbr the 
chance to see the city's quite 
extraordinary collections of 
Old Master paintings of all 
schools reunited at last 
under one roof, after the 
physical and political separa- 
tions of 58 years. In Venice, 
Picasso in the 10 years after 
1914, at the Palazzo Grassi. 
was as choice and pertinent 
a show as one could wish, 
fixing the artist in a period 


of peculiar interest. 

In Paris there has been the 
usual succession of wonder- 
fill things, and at the Musee 
d'Orsay especially, with its 
shows closely focused upon 
Monet and Manet last 
spring, and their mutual 
interest in the Gare St 
Lazare, and now upon Van 
Gogh in his relation to Mil- 
let I missed Late Delacroix, 
at the Grand Palais last sum- 
mer, but was delighted to 
catch up with it in Philadel- 
phia. The Gustave Moreau 
centenary show now at the 
Grand Palais is a fascinating 
and useful reappraisal, and 
the Lorenzo Lotto next door, 
and the Tiepolo at the Petit 
Palais each in its way mag- 
nificent The hunting paint- 
ings and drawings of Des- 





A surreal fairytale 
for the grownups 
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J RICHARD FAIRMAN 

r ‘ Hansel end Gnatel 
Hew Theatre, Canflff 


They say Christmas is only 
for the children these days, 
but the grqwn-ups are 
starting to get their own 
back. That cfctigbtful fairy- 
tale Hansel and Gretel, once 
the kids’ preserve, is fast 
becoming a show for adults 
only. 

Welsh National Opera’s 
new production or Humper- 
dinck’s opera at the New 
. Theatre, Cardiff, dabbles to a 
wondrously surreal world of 
dream and nightmare, hut 
the result is a long way 
from the picturesque fan- 
tasy of Christmas tradition. 
The few children in the 
' audience came out looking 
pretty glum; it was the par- 
ents who had smiles on their 


faces. 

— WNO is not the first com- 
pany to hm looked below 

--tbe surface of the Grimm 
brothers’ tale. The much- 
loved English National 

"Opera production, . revived 
earlier this year, tries its 
band at Freudian analysis; 
and the TM&tre du Ch&telet 
in Paris set the story against 
a Victorian industrial back- 
ground. True to form, Rich- 
ard Jones, WNO's producer, 
has come. up. with & very 
alternative scenario - a dark 
parable about the poor -and 
hungry that gnaws at the 
stomach. 

In version. Hansel and 
Gretel live in a bare 1950s 
cottage, where the lack of 
food for supper is no joke. 
Their nightmare vision 
becomes a desolate hall with 
an empty dining-table. Then, 
as they dream of salvation, 
the 14 angels come in the 
form of -.winged chefk, who 
proceed to lay the table fbr a 


veritable banquet, while, a 
large trout, the bead waiter, 
serves the two children as 
honoured guests. 

By the time they reach the 
Witch’s gingerbread bouse 
the parable has turned 
Grimm indeed. All the bud- 
get has been lavished by the 
designer, John Macfarlane. 
cm a stnzm mg. stainless-steel 
kitchen, where the Witch 
embarks on a cooking spree 
of epic proportions When the 
tables are turned, she herself 
is taken out of the oven and 
served up fbr tea - a grisly 
cannibalistic ending. 

Nigel Robson enjoys him- 
self hugely playing the 
Witch as an nice old auntie 
who has a strange taste in 
desserts, : but engaging . a 
tenor to sing the role as a 
pantomime dame is never 
the best answer. Imelda 
D nimm and Linda Kitchen 
are well-matched vocally as 
Hansel and Gretel (a shame 
their lullaby duet was a 





A parable turned Grimm Indeed: bnelda Diunm and Linda Kitchen in the title roles 


touch too slow)! Mary Uoyd- 
0a vies and Robert Poultan 
gave vivid portrayals as 
their hard-pressed Mum and 
Dad. Mary-Loulse Aitken 
doubled nicely as the Sand- 
man and the Dew Fairy. 


Add to this Vladimir 
Jurowski's sympathetic 
conducting and some excel- 
lent playing from the WNO 
orchestra (bravo horns, 
who launched the overture 
without a glitch), and WNO 


had another success on 
its hands. Londoners will 
be able to judge for them- 
selves when the company 
brings Hansel and Gretel to 
Sadler's Wells Theatre in the 
spring 


At the moment Sadler’s 
Wells is playing host to the 
truncated touring season of 
the Royal Opera. Last week 
the second cast for Smetan- 
a's The Bartered Bride took 


portes, painter at the Court 
of Louis XIV, at the Mona 
Bismark Foundation, was for 
me a delightful discovery. 

Burne-Jones In Birming- 
ham. Dali in Liverpool and 
William Gillies in Edinburgh 
have all been of real and par- 
ticular value. In Brussels, 
the Magritte retrospective 
was an exhaustive yet 
entirely engrossing exercise, 
and the survey at Bruges of 
the intermediate period 
between the early and the 
Baroque phases in Flemish 
painting. From Memling to 
Powrbus. a revelation. And 
in New York, at the Museum 
of Modem Art, there is the 
magnificent Jackson Pollock 
retrospective due here, at 
the Tate in the spring. Don’t 
wait See it twice. 


the stage. There are not as 
many star names as In the 
first cast, but they make a 
worthwhile alternative: Zve- 
telina Vasslleva's Mafenka, 
sung with a cutting Slavic 
edge, was well paired with 
Christopher Ventris's sturdy 
Jenik. Kristinn Sigmundsson 
made an entertaining Kecal 
mare avuncular than usual. 
Timothy Robinson did what 
he could with the embarrass- 
ing characterisation forced 
upon poor stuttering VaSek. 
The double set of parents, 
the circus troupe, the acro- 
bats all worked their socks 
off. 

It was not their fault the 
show was so depressing. It 
needs faster speeds from 
Bernard Haitink to give it a 
lift, but even then Francesco 
Zambello's horribly insin- 
cere production, plagued by 
feverishly energetic extras 
with Come-Dancing smiles, 
would make one’s stomach 
sink. To think what an 
uplifting evening brave little 
Opera North made of the 
piece in Leeds earlier in the 
season ... 

'Hansel and Gretel’ sponsored 
by Amoco (UK). The Bartered 
Bride 1 sponsored by The Friends 
of Covent Garden. 
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AMSTERDAM 

OPERA 

Motherlands Opora, Hot 
Muztekttwater 

Tel: 3T-20-55T 8911 
The Queen of Spades; by 

Tchaikovsky. Conducted by 

Semyon Bychkov In a new 
staging by Lev DodJn; Dec 29 

EDINBURGH _ 

EXHIBITIONS _ . 

National GaHety of Scotland 

Tat 44-131-6246200 

Turner Watercolours: shown’ - 
every January for 90 yBers, this 

, magnificent setoetton ofSB - . 
watercolours was bequeathed by. 
■ Victorian collection Henry . 

. Vteighan in 1900:^ lircm Jan.1 to 
1 Jan 31 . - - 

FRANKFURT 
EXHIBITIONS 
Schim KunathaBe 
Tel: 49-69-299 6820 


charts Giacometti's artistic 
output from Kis earfy years In 
1920s Parts to his death in 1966; 
toJan.3 

OPERA- • 

Opec Frankfurt 
Tet 49-69-21237 999 
vmw.fiwildurt-buslness.de/oper 
RigoMtoc-biy Verdi. Conducted 
by Otef Henzold and staged by 
Kurt Hones; Dec 30 

LONDON . 

exhibition 

Royal Academy of Arts 
Tel: 44-171-300 8000 
Picasso: Sculptor and Painter In 
Clay. This first major exhibition of 
pJcasso’s ceramics will indude 
around 100 pieces, many of 
which have never before been 
exhibited; to Jan 1 

THEATRE 
Albeiy Theatre 

Tab 44-171-876 1115 - 

MriPuntiia and his man Mattt- 
Karhryn Hunter’s production of 
Brecht’s satirical comedy moves 
.to the West End. Comic duo 
Sean. Foley-and Hamteh McCoH 
play the title roles; Dec .29, 30, 
31: Jan 1, 2;' 4, 5, 6. 7. 8 


Dec 29 
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of work by the Swiss sculptor 

and painter. Also feahrino p™® 
and drawings, the exhftrftton 


MILAN' 

OPERA 

UScata 

-Teh 39:02-88791 . . 

Gfitterd&mmerung: by Wagner. 

conducted by . 

jane Eagtan Is Brtinrihlkie. 


MUNICH 

CONCERTS 
Phlhamnonie Gasteig 
Teh 49-B9-5481 8181 
Munich Phi&iarmonic Orchestra: 
conducted by Milan Horvat in 
Beethoven's Symphony No. 9; 

. Dec 30, 31 

DANCE 

PhOharmonie Gasteig 
Tel: 49-89-5481 8181 

• SL Petersburg State Ballet In 
Nikita A Dolguschtn’s staging of 
The Nutcracker; Cari-Orff Saab 
Dec 29 

• St Petersburg State Ballet 'm 
a new staging of DomrQschen by 
Nikita A Dolguschfri; 
Carl-Orff-Saal; Dec 30 

NEW YORK . 

CONCERT 

Avery Fisher Hall, Lincoln 
Center 

Teh 1-212-875 5 030 
wwwMncdnoadar.org , 

New Yorfc.Phflharmonta . 
conducted to/ Kurt Masur in a 
New Year’s Eve Gala, with a 
programme including works by . 
the three Strausses. With . ' 
sopranos Deborah Voigt and . 
Npemi Nadetrrian. and . 
tnezzo-soprano Angefika. - 

.Mrchschbger, pec 31 

EXHIBITIONS 

MetropoBtaii Museum of Art 
Td: 1-212-879 5500- 
www.metmuseurrtorg 

• From Van Eyck to Brueghel: 
Early Ngthertandfoh P ai n tE ig s . 


Almost 100 paintings from the 
collection, exhibited together for 
the first time; to Jan 3 
• Louis Comfort Tiffany: 
celebrating the 150th anniversary 
of toe artist’s birth, this 
exhibition, drawn from toe 
museum's collection, includes 
leaded-glass windows and 
lamps, vases, furniture, enamels 
and jewellery; to Jan 1 

Pierpont Morgan Library 
Master Drawings from The State 
Hermitage Museum, SL 
. Petersburg, and The Pushkin 
State Museum of Fine Arts, 
Moscow. 120 European drawings 
dating from the 15 to to the 20th 
centuries, some of which have 
never before been exhibited 
outside Russia. Includes works 
by Rembrandt and DQrer, with 
particular emphasis on the 
modernists Matisse and Picasso; 
to Jan 8 

OPERA 

Metropolitan Opera, Uncoki 
Center 

Tel: 1-212-362 6000 
wvmjnetopera.org 
Die Redermaus: byJ. Strauss. 
Revival conducted by Patrick 
Summers. Cast includes Card 
Van ess, Jochen Kowalski and Bo 
Skovhus; Dec 31; Jan 2, 6 

OTTAWA 

EXHIBITIONS 
National Gallery of Canada 
Tet 1-813-990 1985 
Songs on Stone: James McNeill 
Whistler and the Art of 
Lithography. Previously seen in 
Chicago, around 200 works by 


the American expatriate, 
including drawings, etchings and 
paintings; to Jan 3 

PARIS 

EXHIBITIONS 
Musee d’Orsay 
Tet 33-1-4049 4814 
www. Musee-Orsay. fr 

• MffletiVan Gogh: display of 85 
works brought together to 
demonstrate the influence of 
Millet on the work of Van Gogh. 
These include paintings, 
drawings and pastels by both 
artists, many of them on loan 
from the Van Gogh Museum in 
Amsterdam; to Jan 3 

• Stephana MaHarme 
(1842-1898): retrospective 
exploring the work of the French 
Symbolist poet, and his 
influential relationships with his 
literary and artistic 
contemporaries; to Jan 3 

Mutate du Louvre 

Tel: 33-1-4020 5151 
www.louvre.fr 

Portraits from Roman Egypt 
touring exhibition of mummy 
portraits, originated at the British 
Museum. Painted on wooden 
panels, linen shrouds and plaster 
masks, they were created during 
the first three centuries of Roman 
rule In Egypt; to Jan 4 

SAN FRANCISCO 

CONCERTS 

Davies Symphony Hall 

Tat 1-415-864 6000 

www^fsynyihcny.org 

San Francisco Symphony 

Orchestra: conducted by Peter 


Goto in a Viennese gala concert, 
with soprano Izabela Labuda; 

Dec 30, 31 

VIENNA 

CONCERTS 

Musikvereln 

Tel: 43-1-5058 6810 

Vienna Philharmonic Orchestra: 

conducted by Lorin Maazef in a 

New Year’s Day concert which 

marks two historic anniversaries: 

the 150to of the death of Johann 

Strauss the elder, and the 100th 

of toe death of Johann Strauss 

toe younger Jan 1 

OPERA 

Staartsoper 

Tel: 43-1-51444 2960 

Emani: by Verdi. Conducted by 

Seiji Ozawa in a new staging by 

Graham Vick; Dec 30; Jan 3 

WASHINGTON 

EXHIBITION 
Phi (Dps Collection 
Tel: 1-202-387 2151 
Impressionists in Winter Effete 
de Noge. Inspired by Sisley's 
Snow at Louveciennes, this 
display Includes 62 works from 
44 collections. Artists 
represented include Monet and 
Renoir, to Jan 3 

OPERA 

Washington Opera, Kennedy 
Center 

Tel: 1-202-295 2400 
www.dc-opera.org 
Die EntfQhrurtg aus dem Serail: 
by Mozart LA. Opera production 
by Michael Hampe, conducted 
here by Heinz Fricke with a cast 


including Mary Dunleavy; 
Eisenhower Theater; Dec 29, 31; 
Jan 3, 7 

ZURICH 

EXHIBITION 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Max Beckmann and Paris: more 
than 100 masterpieces of 
modem art from public and 
private collections around the 
world. Works by Beckmann are 
shown alongside paintings by 
Matisse, Picasso, Braque, LAger 
and Rouault; to Jan 3 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06J30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30; World Business Today 
22.00; World Business Today 
Update 

• Business/Market Reports: 
05.-07; 06:07; 07:07; 0820; 09-.20; 
10:20; 1120; TVJ32; 1220; 1320: 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports Rve from LIFFE as toe 
London market opens. 
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J acek Merkel draws a 
triangle to represent 
the political forces in 
Poland He was Lech 
Walesa's chief of staff when 
the latter was Polish presi- 
dent but he broke with him, 
as nearly all close to Mr Wal- 
esa have done. 

At one point of the trian- 
gle are the post-Cotomunists, 
in opposition in parliament 
but with their leader. Alex- 
ander Kwasniewski, In the 
presidential palace. They, 
says Mr Merkel, believe In 
the state, but not in the 
church or the market. At the 
second point is the Freedom 
Union - liberal conserva- 
tives who do not believe in 
the state, or in the church, 
but believe in the market. 
The third is occupied by the 
Solidarity Platform, which 
dominates the government 
in coalition with the Free- 
dom Union. It believes in 
both state and cburch, but 
not in the market. 

This is, or course, a highly 
schematised triptych. All 
three of the main Polish 
forces "believe" in the mar- 
ket, the state and the 
church. What Mr Merkel 
means is that their instincts 
draw them to, or repel them 
from, institutions that all 
exist in impressive form 10 
years after Poland's libera- 
tion from Communism. Pol- 
ish politics oscillates 
between the attraction and 
repulsion between and from 
these three centres of force. 
Mr Merkel believes the new 
Polish state can ingrain 
democracy and indepen- 
dence only by resolving the 
clash of these three elements 
over time and in peace. 

His scheme of things 
draws the observer, inevita- 
bly. to that much more 
renowned triptych outside 
the gates of what was until 
the beginning of this decade 
the Lenin Shipyard, in the 
Baltic city Of G dans k, it is of 
three huge concrete crosses, 
monuments to martyrs of 
the workers' uprisings In 
1970. On the wall behind the 
crosses is the most famous 
quotation from the address 
Pope John Paul n gave dur- 
ing his first papal visit to his 
native country, in 1979. He 
prayed: "May your spirit 
come down and renew the 
face of the earth. Ms earth" 
My italics are there to 
emphasise what is always 
emphasised by Polish read- 
ers of these words - that it 
is this earth. Polish earth, 
that was to be renewed by 
the spirit of Solidarity, the 
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Not much 
solidarity left 

Poland is in the throes of a struggle between the state, 
the church and the market, says John Lloyd 


revolt of Poland’s workers 
and intellectuals against 

communist rule. 

On December 16, the mar- 
tyrs of 1970 are remembered. 
A procession, mainly of 
workers, winds out or the 
yard gates, lays wreaths and 
farms a group, no more than 
6.000 strong, round the 
crosses. Henryk Jankowski, 
priest of St Brigltta's, which 
is known as the Solidarity 

church for its proximity to 
the yard and Mr Walesa's 
favouring of It and the 
priest, makes a dedication. A 
past chairman of the Solidar- 
ity Union in the yard speaks, 
followed by the present 
leader of the union in the 
Gdansk region. The proces- 
sion winds back into the 
yard. 

It is a solemn tableau; but 
a spoiled one. too. It is small, 
and there is no government 
presence. Father Jankowski 
is no longer a figure of rever- 
ence; bis private life features 
regularly in the gossip col- 
umns. Jan Kuziatek, the for- 
mer Solidarity chairman, 
gives a bitter speech, talking 
oT the betrayal of Solidarity 
because the yard is being 
sold, blaming Jerzy Buzek. 
the prime minister, for the 
treachery. Janusz Sniadek, 
the regional leader of Soli- 
darity union, is forced to be 
defensive and is bitterly so. 
“We should not use innocent 
blood to make poli- 
tics . . . sometimes I think we 



forget about our 50 years of 
imprisonment!' " 

Behind the speakers is a 
man in a dark coat attended 
by a young assistant; he lis- 
tens quietly to the speeches, 
head down, then hurries off 
into the yard after they are 
done. This is Janusz Szlanta, 
who has been the object of 
Mr Kuziatyek’s wrath. He 
runs the neighbouring ship- 
yard of Gdynia. A new town 
built up during the interwar 


10 years 
after 


era, Gdynia has been in 
every sense junior to Gdansk 

- smaller, without a historic 
centre, its yard smaller, its 
traditions less militant. And 
now it has taken over. Mr 
Szlanta made an offer for the 
Gdansk yard early in Decem- 
ber, and the receiver - 
Gdansk shipyard is bankrupt 

- accepted it 

A look around the Gdynia 
yard tells you why. It is 
working flat out, its two vast 
dry docks full of ships or 
parts of ships, two completed 
vessels in the harbour. In 
every one of the great sheds 
the huge metal sheets are 
being cut, trimmed and bent; 
the giant cranes rumble 
down their tracks, hooting 
warnings as they manoeuvre 
tonnes of steel into place. All 



Symbols of the past: Gdansk's shipyard and Walesa 


Panes 


are container slops for Ger- 
man clients; the yard had a 
5400m turnover last year and 
made $3Qm profit, up on 
SISm last year. Profits are 
rare in world shipbuilding. It 
gets, says Mr Szlanta, nb 
subsidies — not from govern- 
ment, from the European 
Union, from anyone. He 
wants the Gdansk yard to 
make oil platforms; but more 
urgently, he wants it for its 
land. 

"We think," he says, “that 
we can cover our investment 
[the purchase of Gdansk] 
with land sales - once we 
know what the city authori- 
ties will do. We want to 
build up a new centre, like 
London's Docklands - the 
value of the land is impor- 
tant to us." 

On Solidarity, he remi- 
nisces that he was a student 
in 1980 when the shipyard 
rose in revolt, coming hack 
from doing "black” labour 
abroad to earn money. "It 
meant a lot to me..." But 
he adds; "Gdansk -and 
Gdynia coining together wifi 
be important for Poland’s 
history, too. The Gdansk 
yard is very important for 
our culture but it cannot 
become a graveyard. We 
must remember that the Sol- 
idarity movement was to 
give Poland independence, to 
allow it to make its own 
decisions.” 

This view - that the past . 
must have its place and its 
place is in the past - is quite 
common in Poland. It is 
shared by Krzystof Pusz, 
deputy mayor of Gdansk, 
another former aide to Mr 
Walesa and Solidarity activ- 
ist "I am conscious of what 
we owe to those years but I 
am not sentimental about it 
The yard was reduced to 
that state by bad manage- 
ment and blocks to progress 
from the unions, and it 
should either have been sold 
or closed. Political symbols 
must also be living, not only 
dead." 

The same view is shared 
by Bogdan Lis. among the 
closest of Mr Walesa's com- 
rades in the early struggles, 
who has left Solidarity and 


Is regional organiser for the 
Freedom Union.He says: 
"Solidarity should now con- 
fine itself to its trade union 
function, and enter politics 
only on issues of workers' 
rights. Its past wifi not die; 
but it will if it does not move 
on. It must rethink its posi- 
tion on politics, as the 
unions and the Labour party 
in Britain have done.” 

The view even comes from 
Franriszka Cegielska. who 
has been Solidarity mayor of 
Gdynia for two Four- year 
terms, is also a national MP 
and is married to a trade 
^unionist jailed for his activi- 
ties in the eighties. Yet Ms 
Cegielska, during her rule, 
broke strikes, split up corpo- 
rations to weaken the unions 
and did all she could to 
encourage entrepreneuri- 
alism. "The Leaders of Soli- 
darity were schizoid about 
their politics; they repre- 
sented the workers, but 
became rulers of the state. 
That hasn't been resolved 
yet,” she says. 

It was not and will not be 
resolved by Mr Walesa, in 
some ways the defining fig- 
ure of the central European 
liberation. After a surly spell 
as president, given up with 
enormous ill grace to Mr 
Kwasniewski, the former 
Communist minister, he has 
brooded in his mansion in 
Gdansk - now emerging to 
form his own political party. 

"He wifi run again for the 
presidency, I know it," says 
Mr Pusz, “and he wifi lose. 
He was unique, did a great 
deal - then wasted it” "He 
was a great man,” says Ms 
Cegielska. “He had courage 
when we needed it to cany 
on the struggle, and very 
few people have that” Says 
Mr Lis: "Walesa had to be 
president of Poland but he 
made many mistakes in 
office. People who had been 
with him deserted him.” 

The themes of desertion 
and betrayal mingle with 
those of renewal and re- 
invention. Ten years after, 
Solidarity both still rules 
and no longer dominates. It 
fulfilled its mission; to liber- 
ate church, market and 
democracy from the state, 
and now must both live and 
die in the endless warring 
between them. 

This is the second in a series 
on the changes in former 
Soviet Bloc countries in the 
10 years since the fall of Com- 
munism. The first article, on 
Hungary, appeared yester- 
day. 




LETTERS TO THE EDITOR 


Middle East policy weakens UN 


From Mr Colin Rcncat 

Sir, The Clint an/B lair new 
policy of. “containment” of 
Iraq Is a youthful 19 years 
old. Since the western- 
hacked shah of Ban was 
ousted in a popular backlash 
a gains t his rule, Washing- 
ton's policy towards two of 
its former "three pillars" in 
the Middle East, Iran and 
Iraq, has alternated between 
"balance of power” and 
"dual containment”. The for- 
mer seeks to play the two off 
against each other to their 
mutual disadvantage (hence 
Henry Kissinger’s "it's too 
bad they can’t both lose” 
about the Iran-lraq war), the 
latter to deal with neither, 
isolating both. 

For at least the past two 
years Raymond Tanter (a 
member of the Council on 
Foreign Relations and its 


Economic Sanctions Task 
Force) has taught that the 
“Clinton doctrine" is one of 
dual containment. This he 
believes to be more ideologi- 
cally than pragmatically 
grounded and less flexible: It 
prevents the use of Tehran 
to control Baghdad, and gives 
Saudi Arabia (the. only one 
of the original pillars to 
remain kneeling) two ene- 
mies. Further, isolating two 
neighbouring countries has 
brought them together. 

Scott Ritter, the former 
chief weapons Inspector of 
Unseam, the United Nations 
sp ecial commission, learned 
the Clinton doctrine the 
hard way. He sought to 
carry out "challenge inspec- 
tions”. Earlier this year 
Washington, preferring 
already to contain Iraq than 
to actively disarm it, pre- 


vented these. Mr Ritter 
resigned in. the face of this 
American obstruction. 

If a 19-year-old policy is 
new, may 1 propose an even 
newer one? The UN was 
established 53 years ago to 
address situations involving 
sovereign states which are 
mutually antagonistic and 
distrustful of each other. 1 do 
not pretend that the UN Is 
perfect or all-wise. Indeed, it 
is the worst form or conflict 
resolution except all those 
other forms that have been 
tried. But it worsens when it 
Is deliberately weakened by 
those nations which see 
themselves as this world's 
most enlightened. 

Colin Rowat, 

Faculty of economics and 
politics, 

Cambridge CBS 9DD, UK 


Mandelson’s high-tech finance contribution 


From Mr Nicky 
Samengo- Turner. 

Sir, I would like to think 
that I speak for all of us 
working in the UK's hot- 
house of high-tech venture 
capital financing - in congrat- 
ulating Peter Mandelson, the 
former trade and industry 
secretary, on the initiative 
shown in his white paper. 

There is an ever- 
increasing number of invest- 
ment institutions in this 
country willing to commit 
capital to early-stage tech- 
nology investments. 1 put 
this down to a generation 


now attaining senior posi- 
tions within asset manage- 
ment groups who have been 
brought up with the com- 
puter. There is still some 
way to go in persuading 
retail Investors that there 
are exciting opportunities 
and returns available in our 
sector, and thus there is a 
shortage of suitable invest- 
ment vehicles. 

The real issue is the lack 
of availability of an exit for 
early-stage private equity 
investors. We are some way 
from having a Nasdaq hi the 
UK and Europe. The chances 


are that Easdaq will come 
closest but not until our 
larger investment institu- 
tions persuade themselves 
that our grandchildren will 
be looking for something a 
little more modem, exciting 
and technical in their Foot- 
sies, Dax, Cac and Mibtels 
than insurance companies, 
banks, food retailers and oil 
companies! 

Nicky Samengo-Tumer, 
director, 

Q3 Corporate Finance, 
Vision Park, 

Cambridge CB4 2ZY.UK 


A world of difference In crime and punishment 


From Mr Edmund C. 
Tiryakkm. 

Sir, One cannot but mar- 
vel at the juxtaposition of 
headline stories from your 
December 28 edition with its 
subtle message on the pro- 
portionality of crime and 
punishment In different 
parts of the world. 

On the one hand, we learn 


that the US president is 
likely to face a trial in the 
Senate to remove him from 
office for his adulterous dal- 
liance as a necessary preface 
to a bicameral censure reso- 
lution, while on the other 
hand, we learn, that two of 
the ultimate Khmer Rouge 
engineers of Cambodia's kill- 
ing fields may completely 


avoid trial as part of an 
^amnesty deal. Perhaps the 
good legislators of Cambodia 
can follow the ingenuity of 
the US Congress to at least 
censure these two men for 
their bloody misdeeds! 

Edmund C.Tiryakian, 

38 Tai Tam Road, 

Hong Kong 


Number One Southwark Bridge, London SE1 9HL 
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tannrsjedUuttLcom Pushed lattere aa also -nobble on tfw FT vnb a6s. mip^/wwwf^Txxm Translation may be auotabta tor 
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In our first seven years we 
unilaterally disarmed the fourth 
largest nuclear arsenal on earth. 
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This month, the 
Republic of 
Kazakhstan 
proudly celebrates 
our seventh 
anniversary and 
our achievements as an independent 
nation. After the break-up of the 
Soviet Union in 1991, Kazakhstan 
inherited the fourth largest nuclear 
arsenal in the world and the world's 
largest nuclear test site. Even as 
other countries have aspired to join 
the world's exclusive nuclear club, 
we opted for disarmament 


. We were the first nation on earth 
to unilaterally and unconditionally 
disarm our nudear weaponry. 

. We were the first former Soviet 
state to sign the Nuclear Non- 
Proliferation Treaty and the 
Comprehensive Test Ban Treaty. 

, Following the closing of the 
massive nuclear test site at 
Senupalatinsk, we are working to 
repair the extensive health and 
environmental damage to the 
area wrought by 450 nuclear 
explosions. 


- To keep nuclear arms out of the 
hands of terrorists and rogue 
states, we passed comprehensive 
legislation on non-proliferation 
export controls and established a 
strict security regime, conforming 
to the safeguards of the 
International Atomic Energy 
Association. 

We have served as a model for the 
region and the world in nuclear 
non-proliferation and rigorous 
nuclear controls. This has been 
central to our foreign policy of co- 
operation and peaceful coexistence 
with our neighbors. 


Kazakhstan Seven Years of Achievement 


Sponsored by Kazakhstan 2030 
A prryam of tfw Agency tar Stracgn Planning and fldorms 



Set to keep rollin’ along 

Smart moves by the Fed should allow the US economy to keep growing in 1999, but it 
is at some risk from a fall in share prices and consumer spending, says Alan Blinder 

19991 


Like ol' man 
river, the 

NINETEENeconomy 

ncujSESL'ZS 

Year-on -year growth was 
nearly 4 per cent in the third 
quarter of this year, and 
seems likely to top 3 per cent 
again in the fourth. The 
average growth rate over the 
past eight quarters is nearly 
4 per cent Net job creation 
has been averaging about 
260,000 per month for the 
past two years, and the 
unemployment rate has 
remained below 5 per cent 
for 17 consecutive months. 

Amid all thl p marvellous 
growth news, inflation stub- 
bornly refuses to perk up. 
Indeed, by most measures it 
has been falling. Real wages, 
ldng the laggard in the US. 
have been rising smartly of 
late. There are even hints 
that productivity may be 
growing a bit Easter. 

Will it continue? Can the 
US contradict Alan Green- 
span, chairman of the Fed- 
eral Reserve, and remain an 
oasis of prosperity? 

Before attempting to peer 
into the future, a brief look 
at the recent past win help 
us understand how America 
managed to grow so fast 
with so little inflation. 

Apart from skilful mone- 
tary policy - which, until 
quite recently, meant doing 
precisely nothing - the story 
is mostly one of extraordi- 
nary good luck. A combina- 
tion of favourable supply 
shocks and surprising 
demand shocks produced 
more growth and less infla- 
tion than most forecasters 
(including the Fed) thought 
likely. If you were Irratio- 
nally exuberant about the 
US, you were right. 

What were these pleasant 
surprises? On the supply 
side, energy prices fell (and 
are still falling), the rising 
dollar made imports 
cheaper, healthcare inflation 
subsided (until recently), 
and computer prices, which 
always fall, suddenly 
starting dropping at more . 
than double their previous 
rate, hi addition, the govern- 
ment has been fixing flaws 
in the Consumer Price Index 
and that has so far reduced 
measured inflation by ■ 
almost one-half of a percent- 
age point 

Adverse supply shocks, as 


we remember from the 1970s 
and early 1980s, raise infla- 
tion while retarding growth 
- stagflation, as it was 
dubbed. Beneficial supply 
shocks, it stands to reason, 
should have the opposite 
effect 

But there was more. 
Throughout this period, the 
unsinkable American con- 
sumer was digging ever 
deeper into his wallet driv- 
ing the personal saving rate 
down until it finally dipped 
into negative territory in the 
past two months - for the 
first time since the 1930s. 

That certainly shocked the 
forecasters. The leading 
ex p lanation, of course, is the 
soaring stock market And if 
that is the reason, we have 
completed the circle of irra- 
tional exuberance: appar- 
ently unending growth feeds 
soaring stock prices which 
boost consumer demand 
which produces the extraor- 
dinary growth. 

Here is a crude measure of 
the size of the demand 
shock. If today's personal 
saving rate were 3 per cent 
(its paltry 1996 average) 
rather than approximately 
zero, consumer spending 
would now be about $l60bn 
lower than it is. That is 
roughly the gross domestic 
product of Denmark. More 
germane, it would have 
trimmed more than a per- 
centage point from the aver- 
age growth rate of the past 
two years. • 

So a collection of favoura- 
ble supply shocks and a 
large positive demand shock 
spurred growth while the 
supply shocks (plus a change 
in the measurement s ys te m) 
kept Inflation at bay. Mean- 
while, the Fed was sensible 

Americans are nolonger saving 
jieitGOP r ' " 
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enough to let the party prog- 
ress without withdrawing 
the punch bawl - a good 
thing too, since the punch 
turned out not to be 
spiked. 

As we look forward to 
1999. then, there are three 
questions. Will the pleasant 
supply shocks continue? Will 
consumer spending keep 
growing faster than income? 
Will the Fed continue to sup- 
port or allow growth? 

Mindful of the warning 
that one should never pre- 
dict the future, here are my 
answers, or rather, guesses. 

The supply shocks will 
continue, but only in part. 
Energy prices are still fall- 
ing; as are computer prices. 
And measurement changes 
will take about another one- 
quarter point off inflation in 
1999. But medical-cost infla- 
tion has resumed; and 
the dollar has stopped 
rising. 

The main demand shock, I 
believe, cannot continue 
unabated. Over the past 
eight quarters, the personal 
saving rate has fallen from 
about 3 per cent to below 
zero. If this continues for 
another year, Americans will 
be spending nearly 102 per 
cent of their disposable 
income. While not impossi- 
ble, that strikes me as highly 
implausible. Remember, 
hundreds of billions -of dol- 
lars in private pensions 
savings are included In 
personal saving, which is 
nonetheless in -negative 
territory. 

Nor do Z expect the excep- 
tional stock market gains of 
1996-1998 to be matched In 
1999. (But then, Z did not 
think 1998 would be this • 
good either.) 
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That brings us to mone- 
tary policy, where I see no 
reason to- expect a sudden 
change of heart The Fed has 
been growth-oriented 
throughout Mr Greenspan's 
tenure and seems likely to 
remain so. Indeed, the world 
has recently witnessed a 
quick 75 basis point cut in 
the Fed’s overnight Interest 
rate at a time when the US 
unemployment rate was 
near a generational low and 
the dollar was falling. Can 
you Imagine any European 
central bank doing that? 
Trust the Fed to remain 
smart 

Putting all this together, 
my best guess is therefore 
that real GDP growth will be 
about 2 per cent In 1999, 
with CPI inflation slightly 
below 2 per cent That is not 
a match for 1998 's splendid 
numbers, but it will cer- 
tainly do - especially for an 
economy beginning the year 
with 4.4 per cent unemploy- 
ment ■* 

Lest this sound like yet 
another instalment of smug 
American triumphalism, I 
close by ticking off some 
downside risks. The stock 
market could tumble, taking 
some consumer spending 
down with it (a major 
worry). Americans could 
finally decide that zero or 
negative saving is a bit 
imprudent and become 
thriftier (a minor worry). 
Recession and slow growth 
in the rest of the world could 
damage US exports even 
more than the consensus 
forecast currently assumes 
(another real worry, espe- 
cially if Latin America goes 
into deep recession). 

It is harder to think of 
comparably important 
upside risks, other thap the 
indisputable fact that domes- 
tic demand In the US has 
consistently outstripped 
expectations. But that, of 
course, is why or man river 
has kept rollin’ along twa 
long. 

The author is a professor of . 
econo mics at Princeton Uni- 
Density and oice-cfuarman of 
the G7 Group. He teas for- 
merly vice-chairman of the 
board of governors of the Fed- 
eral Reserve System. 

This fa the second in a series 
of forecasts on leading econo- 
mies for is9& The /breast for 
the UK appeared yesterday. 
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Europe’s arms 
industry 
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Britain’s Genera] Electric 
Company has recently high- 
lighted an important fact about 
the rationalisation of Europe’s 
defence and aerospace industries. 
Whatever the outcome, it must 
he in the best interests of share- 
holders. It seems obvious, but is 
too easily forgotten in the debate 
about tbe political forces that 
overshadow the industry. 

That the industry needs ration- 
alisa ti on is beyond dispute. There 
are more aircraft and tank- 
makers than can be justified by 
Europe’s shrinin' ng defence pro- 
curement budgets. Research 
^pending is wastefully dupli- 
cated. And although European 
defence spending is about 60 per 
cent of that of the US, it packs a 
much smaller punch. 

One way to overcome thta is to 
create transnational companies 
to reduce costs and provide the 
focus for spending on technology. 
But such companies need to have 
strong links with the US because 
of the size and technological 
sophistication of its defence mar -, 
ket Equally, the current Euro- 
pean players are too small to be 
global competitors and risk being 
picked off - or beaten in the race 
for orders - by US rivals. 

Lumping Europe’s defence 
companies together and hoping 
for the best is not the answer. 
Resulting groups must be finan- 
cially sound, well-managed, and 
focused on shareholders and eras- 
ers. The problem is that tbe 
tuners - and in some cases, 
F the shareholders - are govern- 
ments which must satisfy domes- 
tic lobbies. For this reason com- 
panies such as British Aerospace 
have argued that future groups 
must appear British in Britain, 
German in Germany- and French 
in France to ensure a continued 
flow of orders. But this need 
must not be allowed to dominate 
their creation. 

Outright seller . " 

This is where GEC comes Iil 
B y expanding over the past year 
in both the US and Europe, it has 
positioned itself to grow farther. 
Its announrement before Christ- 
mas of a sqiarafian d? dvfl and' 
defence interests suggests that 
even an expanded defence arm 
might be spun off. Or GEC could 


be an outright seller, perhaps to 
BAe, which wants to ex pand its 
electronics interests and become 
a more vertically integrated 
defence company. GEC has .to 
pay close attention to the wishes 
of its biggest customers - the UK 
and US governments - but its 
message is that, whichever path 
R chooses, the price has to be 
right. • 

Brink of merger 

Meanwhile, BAe stands on the 
brink of a merger with Dannler- 
Chrysler Aerospace of Germany, 
constructed with politics very 
much in. mind. BAe and. Dasa 
believe a merger would help to 
produce critical mass as well as 
provide substantial savings, for 
example in producing the Euro- 
fighter. But negotiations are 
overshadowed by Bonn’s insis- 
tence on Daimleichrsyleris hav- 
ing a financial stake in the 
merged' company that may 
appear disproportionately high. 
Bnnn is understandably anxious 
that Germany's aerospace indus- 
try should not be swallowed 
whole by a BAe/GEC combine. 
But BAe needs to create a 
sound financial base for the 
future. 

Deals between BAe and GEC or 
DaimlerCbrysler can only he 
steps an the way. Europe win not 
have an integrated dofonro indus- 
try unless it finds a means of 
including France, which has gone 
a remarkably long way in accept- 
ing private sector ownership. The 
pace remains a problem but Paris 
has made clear it Is prepared to 
reduce its holdings to negligible , 
levels. Even so, mutual distrust 
between Washington and Paris, 
on security issues remains a big 
obstacle to building European 
companies with strong US 
finks. 

For the companies, the sensible 
route is to plan a deal at a time. 
The first important decision 
seems to lie with BAe, which as a 
partner in the Airbus consortium 
is keenly aware of the prizes to 
be won through consolidation. 
On its judgment between a trans- 
European move mid intra-UK 
integration, orscane combination 
of both, rests the foundation of 
the European industry of the 
future. 
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Li Ka-shing’s announcement that 
he Is foregoing a . HKJlObn 
(E769m) investment in Hong 
Kong because of concerns about 
tbe political environment have 
rattled the territory. Mr 13, Hong 
Kong’s most prominent business- 
man. is known locally as Super- 
man because of Ms business acu- 
men. When he worries, Hong 
Kong worries. The benchmark 
Hang Seng index fell almost 2 per 
cent after Mr Li’s remarks and 
slipped again yesterday. 

Although Mr Li's comments 
were short on specifics, his inter- 
vention highlights growing 
strains between business and 
government and- concerns among 
the territory’s business leaders 
Jabout political and economic 
^ T3»rospef is. He is right to. he wor- 
tied, given that the territory is in 
^ deep recession. But Mr Li and 
other Hong Kong businessmen 
are wrong to hint that demo- 
cratic reforms are part of the 
problem. Hong Kong’s post colo- 
nial leaders must resist pressure 
finra the .business elite. For there 
is an important distinction 
between Hong Kong’s interests 
and those of the businessmen. 

Many of tbe business leaden, 
including Mr -LL- believe Hong 
Kong has become too politicised, 
partly as a result of democratic 
reforms introduced hy xhe former 
British administration. Strong 
executive-led government, they 
claim, has become ensnared* by 
red tape and badgering from pro- 
democracy politicians. 

They few that recessio n, ris ing 
unemp loyment and steps - towards 
democracy could prompt higher 

welfare spending. This. would fur- 
ther blunt the territory's compet- 
itive edge, they warn. With a 
timetable for democratic reforms 
laid down in Hong Kong's post- 
i colonial constitution, albeit at a 
i conservative pace, the grum- 
r bifngs sound like a de sire t o 
Hi apply the brakes on democracy. 

Misguided fears 

The businessmen’s fears are 
misguided - and potentially dan- 
gerous. Business leaders are 

wrong to suggest they have bean 
neglected Tbe port-colonial gov- 
ernment of Tung Chee-hwa, bna- 

seir a business . magnate, Jias 

halted government land sales in 


an attempt to support the prop- 
erty market It has also spent a 
big portion of the territory’s for- 
eign exchange reserves buying 
blue-chip shares in an attempt to 
thwart currency speculators. Mr 
Id personally benefited to tbe- 
tune of hundred, of millions of 
dollars of taxpayers’ money. 

Too much pandering - 

The real risks, lie in pondering 
to the businessmen too much, 
not too little. As the halt in gov- 
ernment . land sales suggests, 
there is a danger of government 
bowing to spedal pleading from 
business. *niat -is the way to 
cronyism, with aD the resulting 
flaws that contributed to neigh- 
bouring Asian countries’ finan - 
cial and economic c ol la p ses. 

Equally dangerous would be 
the frustration of democratic 
aspirations. Last May’s legisla- 
tive elections, in which pro 
democracy parties won a major- 
ity of votes (although they stfll 
ended tip with a minority of 
seats), was the latest evidence of 
Hong Kong residents' democratic 
demands. Backsliding on an 
already tepid commitment to foil 
demo cracy, with 2007 the earliest 
flat*, for a decision on a directly 
elected legislature, might pro- 
voke social tension. ■ - 

Failure to proceed with demo- 
cratic reforms also th r ea t e ns eco- 
nomic prospects.. Restoring the 
lost competitiveness bemoaned 
by Mr li and bis feCow tycoons 
requires creativity.. A cond ition 
for that is freedom. of expression 
and an energetic entrepreneurial 
Turning the clock back is 
not a strategy for economic 
recovery or political stability. ■ 

In charting this strategy, mt 
T ung most show much greate- 
resolve and greater understand- 
ing of grassroots opinion tfcanbe 
has done so for.. Selected by a 
committee dominated by big 
bup fawg; interests, he has foiled 
to provide a dear vision for Hong 
Song and has shown tittle enthu- 
siasm ^democratic reforms. 

" Big business remains an impm 1 - 
tant interest group. But if Mr 
rtme panders to its demands, the 
imsiness environment that ww- 
ries Mr U wDl get worse for ati. 
Mr Tung sbqoldrtidc to mar ' 
het principles. 
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Brides shy of the altar 

The motor industry is unlikely to see mega-mergers because of social and political resistance, but 
smaller companies such as BMW and Volvo could be for sale, says Haig Simonian 



ew sectors are as 
blighted by overcapa- 
city as cars. - When 
-Da.imler-B e n z 
aVmruniffpd fts takeover of Chrys- 
ler in May, many predicted a 
wave of deals would follow. 

Tor a brief moment last week, 
it looked as though it might all 
start to happen. Volvo’s share 
.price shot up as investors latched 
on to rumours of taTins with Ford. 
On closer analysis,- .the idea 
seemed far-fetched, and Volvo’s 
stock has since slipped back. 

The rumours were lent sub- 
stance because the motor indus- 
try. needs to cut capacity and 
raise paper-thin margins. There 
hare been a few limited moves in 
this direction. Minnows like lam- 
borghmi and RoDs-Royce Motor 
Cars have been swallowed up. 
General’ Motors, the world's big- 
gest carmaker, has forged Closer 
ties with Isuzu and Suzuki, two 
long-associated Japanese manu- 
facturers. South Korea's over- 
blown and indebted motor indus- 
try has been rationalised in the 
face of collapsing and gov- 
ernment pressure. But the widely 
forecast mega-mergers have 
ffallpd to mataHalt^o 

Why have carmakers not 
responded like other global 
industries, such as. oil, telecom- 
munications pharmaceuticals 
and banking, to overcapacity and 
rising costs? And when, if at alL 
will volume manufacturers such 
as Ford, Toyota and Volkswagen 
feel obliged to act? 

The world’s car and truck- 
makers will build about 57m 
vehicles this year. That is only 
about two-thirds of their capac- 
ity. With many more factories 
coming on stream from the rush 
to globalise in the 1990s. the glut 
of unsold vehicles and underused 
plants will worsen unless sales 
rise sharply. 

"The problem for most car 
companies is that, unlike Daim- 
ler and Chrysler, they normally 
have huge overlaps with poten- 
tial partners, making any combi- 
nation troublesome.” says Keith 
Hayes, industry analyst at Gold- 
man Sachs in London. 

A merger of. say, Renault and 
Pengeot-Citroen, would eliminate 
capacity and cut costs. But it 
would also trigger massive 
redundancies. With unions and 
governments acutely aware of 
the car industry's role as a gener- 
ator of jobs, no one has dared to 
moot a merger of similar,— main- 
stream manufacturers, such as 
the Fjepch pair, whatever the 
financial benefits. r 

The chances of a big European 
merger seem even less likely 
given tbe emphasis that the left- 
leaning governments in the UK. 
France and Germany are potting 
on jobs. “We re m ain unconvinced 
that 1999 will be a year when the 
European industry bites the bul- 
let," says Mr Hayes. “The chang- 
ing political alignment has put 
employment generation at the 
top of the agenda and justifying 
combinations involving job losses 
in the name of shareholder value 
is probably unacceptable." 

So carmakers in Europe, the 
US and even Japan - where over- 
capacity has worsened because of 
sliding domestic sales - have pre- 
ferred piecemeal measures to 
structural change. Recent job 
cuts at Rover in the UK. Ford in 
Belgium and Japanese car com- 
panies such as Nissan and Mitsu- 
bishi have been based largely on 
natural wastage, in the US this 
summer's crippling strike at GM 
has made tbe Industry particu- 
larly sensitive to' heavy redun- 
dancies. 



Such caution has been sup- 
ported by governments. In many 
countries, state authorities con- 
tinue to offer handouts for new 
plants. And in Europe, where 
overcapacity is endemic, govern- 
ments regularly stump up cash to 
preserve jobs at old ones. 

Such support has combined 
with the superficial health of 
some markets to hill many car- 
makers into a false sense of secu- 
rity. While sales in Asia and 
South America have slumped, 
the US and Europe, the world's 
two biggest car markets, have 
remained strong. 

US sales of new cars and light 
trucks fihon lfl exceed 15m units 
thin year - the fifth year at or 
near record levels. New car sales 
in Europe rose by nearly 7 per 
cent in the first 11 months of this 
year. Most analysts expect both 
re gions to remain buoyant. 

Brit strong demand has not 
been" translated into big profits. 
The squeeze on profits has grown 
acute as new brands, notably 
from Ioweost Asian manufactur- 
ers, have entered the market. 
With earnings under pressure, 
many executives think further 
consolidation is inevitable. Alex 
Trotman, Ford’s outgoing Chair-' 
man. says it is "quite likely" at 
least one European carmaker 
could be forced into a merger or 
be taken over next year. 

“The takeover candidates 
aren’t aware of their problems 
yet," says Ferdinand Pi§ch, chair- 
man of VW, Europe’s biggest car 
.company. He argues that -the 
next downcycle, which he fore- 
casts for 2001-2, will expose the 
weakest manufacturers, most of 
which are in Europe. 

Until then, the social and polit- 
ical barriers to mergers of near 
equals in the industry will 
the focus is shifted to deals 
between mainstream, and smaller 
brands. Such matches, somewhat 
tike DaimlerCbrysler, could bring 
significant economies of scale 
without tbe backlash provoked 


by a mega-merger. 

But with Daimler-Benz already 
betrothed, the number of brides 
has dwindled. Only Germany’s 
Bayeriscbe Motoren Werke and 
Sweden's Volvo fit the bill. Both 
are established, but hardly high 
volume, brands. BMW will sell 
about 700,000 cars this year 
(excluding its UK Rover subsid- 
iary) - less than onaseventh of 
VW’s total. At Volvo, sales 
should reach almost 400,000 cars. 

While both enjoy blue-chip 
images, neither is having an easy 
time. Both have been disadvan- 
taged by the ability of volume 
manufacturers to wrest signifi- 
cant discounts from suppliers - 
whose components account for 
up to 60 per cent of the cost of a 
vehicle. Rising development, 
marketing and distribution costs 
have given the bigger Tnanufa/v 
turns a further advantage - they 
can spread the load over higher 
volumes. 

Volvo and BMW have used dif- 
ferent approaches to make up for 
their handicaps. Volvo has shed 
non-core activities to release cash 
for cars. It has also diversified 
from boxy limousines to smaller 
and more stylish models. BMW 
has been more ambitious. In 1994, 
it spent £800m on Rover, a 
run-down carmaker owned by 
British Aerospace, to gain econo- 
mies of scale. 

Both strategies have, however, 
had mixed results. Volvo’s heavy 
investments have not yet been 
reflected in profitability. Earn- 
ings have see-sawed in the past 
two years, leaving analysts 
unconvinced about the group's 
long-term ability to generate the 
cash needed for new products. 
And while expanding the range 
has boosted sales, Leif Johans- 
son, group c hair man, fast month 
announced 5,300 jobs cuts - 
mainly in cars - in recognition of 
the Swedish group’s relatively 
high production costa compared 
with bigger, more efficient rivals. 

At BMW, attention has focused 


on Rover. The German group has 
commited itself to spending 
£500m-£600m a year to bolster 
Inadequate former investment 
and introduce more desirable 
cars. But rather than declining, 
Rover’s losses will soar to at least 
DM500m (£l77.90m) this year 
because of tbe strong pound and 
collapsing UK market share. This 
makes Rover’s forecast return to 
profitability by 2000 fanciful. 

Unusual ownership structures 
have made Volvo's and BMW’s 
independence look even more 
tenuous. Unlike most carmakers, 
winch have a controlling share- 
holder or group of investors, Vol- 
vo’s shares are widely held, mak- 
ing it vulnerable to a hostile bid. 
Although such deals are virtually 
unknown in Sweden’s consensual 
business culture, John Lawson, 
motor industry analyst at Salo- 
mon Smith Barney in London, 
belives they cannot be ruled out 
Mr Johansson admits any offer 
would have to be examined in the 
interests of shareholders. 

BMW, by contrast, has an 
unusually concentrated capital 
base. Almost 46 per cent of its 
shares are owned by the Quandt 
family - heirs or the entrepre- 
neur who revived the group after 
the second world war. 

In recent months, speculation 
has risen that part of the stake 
may be for sale. The rumours 
have been stoked by Mr Piech 
and other predators. Such talk 
has prodded BMW and tbe press- 
shy Quandts to issue denials. But 
the fact that BMW's Tate is in so 
few hands has left a question 
about its future. 

Such uncertainties have trig- 
gered speculation as to which 
companies would be the best 
grooms for the Swedish and Ger- 
man brides. Either would comple- 
ment most main s tr eam manufac- 
turers: both specialise in larger 
saloons and are strongest in 
northern Europe, the US and 
Asia, making them particularly 
appealing to the French or Italy’s 


Fiat, weak in all three areas. 

Neither Volvo nor BMW would 
be a clean fit. BMW is compli- 
cated by Rover. Anyone buying 
Volvo would want to dispose of 
its big commercial vehicles side, 
as well as smaller activities in 
construction equipment, marine 
engines and aerospace. 

Precisely that spread explains 
why last week’s reports of talks 
with Ford were received cau- 
tiously by analysts. Rumours of a 
takeover soon gave way to the 
possibility of more limited 
moves, such as a joint venture 
allowing Volvo to meet its ambi- 
tions of building cars in the US 
via a Ford plant 

But Volvo’s breadth could 
appeal to one group. The com- 
pany Is talking to Fiat about 
unspecified co-operation, which 
could end in a merger. 

Volvo's cars would complement 
Fiat’s utilitarian small ones and 
its sporty Alfa Romeo brand. 
Iveco, Flat’s commercial vehicles 
side, and Volvo's trucks business 
would also fit welL 

Even the geography works. 
Fiat’s small cars are most popu- 
lar in Italy and southern Europe, 
and inroads have also been made 
in eastern Europe and developing 
markets. Volvo’s cars, by con- 
trast do best in northern Europe 
and tbe US - a market all but 
abandoned by the Italians. 

BMW would be a more complex 
partner. It is significantly bigger 
than Volvo in cars, complicating 
integration. It is also compro- 
mised by Rover, which is still in 
an unresolved transition from a 
failing volume manufacturer to 
an aspiring premium brand. 

That bas not, however, hin- 
dered speculation about BMW’s 
fate. 

While Volvo has made no 
attempt to disguise its readiness 
to talk, BMW’s protestations of 
independence will start to look 
thin without a fast recovery in 
the UK. So the industry could yet 
see a marriage in the new year. 


Falling on to the dark side of life 

Thailand's redundant car parts workers have had to rely on their wits in order to make ends meet, says Ted Bardacke 


T here are few sights 
more depressing than a 
shuttered factory, 
where the wind whistles 
around idle nacinnery and the 
-only worker with job security is 
the driver of the boss’s limoi> 

SfoB. 

But Surang Patiyanon and 
Kalaya Suwanmalee, two Thai 
vehicle components workers who 
lost their jobs in June, saw same- 
thing worse tbe day they went to 
pick up their severance cheques.. 
The neighbourhood loan shark, 
worried, too, about the Joss of a 
steady income, followed the 274 
sacked workers to the bank mid 
demanded that those indebted 
pay up on the spot ■ 

Six months' compensation for 
24 and 15 years respectively mak- 
ing oil pans, fuel tanks, silencers 
and seats for Nissan cars and 
Yamaha motorcycles at the Siam 
Paris and Engineering factory 
never looked so small. 

“2 feel tike I’ve fallen on to tbe 
dark side of life. 1 have no land in 
the countryside to save me. No 
cousins to help either," says Ms 
Kalaya, dismissing with, a shake 
of her head, tbe two most conve- 
nient options available to un- 
employed Thai workers: turning 
to a 'native village or extended 
family far support. 

- Officially, more than. lm Thas 
have been sacked since the coun- 
try’s economic Crisis struck with 
a veng e a nc e in Jufy ‘1997- Among 
this woart-hit have been a at o p a rts 
workers: vehicle sales in the first 


U months of 1996 were down 64 
per cent on tbe same period last 
year. 

What little official social secu- 
rity safety net exists for the 
unemployed has proved so inef- 
fective that the government even 
W to promise thp Tntintiart n nal 

Monetary Fund that it would 
enact new measures to help the 
poor. Unions have little muscle: 
only Z5 per cent of the country's 
10m industrial workers are mem- 
bers. 
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Riches to rags 


Tnstoari. the main self-defence 
mechanism Is self-employment 

Ms Surang started selling noodles 

on the street while Ms Kalaya 
stands watch in her sister's 
secondhand dothes shop, making 
at test BtSO (83p> a day. During a 
get-together of former Siam Parte 
workers, one worker arrives sell- 
ing grapefruits, another with 
pirated compact discs, and still 
another with lottery tickets. An 
ex-foreman brings fresh dough- 
nuts from his new stall next to a 
motorway entrance. 

At least there is no stigma 
attached to being unemployed. At 
the weekends, fen- example, there 
are sates of secondhand luxuries 
at an open-air “market of the for- 
merly rich".’ 

“I don't feel ashamed I don’t 


1. 


know what other people think 
about me but 1 don’t think they 
care too much - it’s so normal to 
be unemployed these days," says 
42-year old Ms Surang, who was 
16 when she began working at 
Slam Parts. 

There is a feeling of injustice 
and for the two women frustra- 
tion is directed at the govern- 
ment 

“Tbe government offers loans 
to unemployed people to start a 
small business but it requires a 
guarantor. That’s impossible for 
me to find ," complains Ms 
Kalaya, a single mother who 
once earned Btl0,500 a month, 
plus overtime. "The government 
shonld spend that money on pre- 
venting the factory from clos- 
ing.” 

Jaroon Gatemuangurong, the 
doughnut-selling ex-foreman, lis- 
tening to the conversation, 
chimes in. He blames the man- 
agement for not keeping the fac- 
tory competitive. 

It was my duty to increase 
productivity and reduce costs 
and I did it very weU," says Mr 
Jaroon. "But even this couldn't 
stop the company from shutting 
down." 

Yet even the perceived unfair- 
ness of the situation - that there 
is nothing the workers feel they 
could have done to keep their 
jobs - Is overshadowed by worry. 
Not so ranch about where the 
next meal will come from but 
how to keep financing the chil- 
dren's education so that they do 


l 



Poverty trap: Kalaya and Surang (ngWJ are frustrated iwih the government 


not fall into the same trap as 
their mothers in tbe next boom 
and bust cycle. 

“I will have so much regret if 1 
can't keep that promise that my 
two girls will go to university. 
They are such good students,” 
says Ms Surang. who says that 
even the minimum costs of 
Btl.000 per term plus BtSO a day 
in expense money for each girl 
are tough to cover these days. 

Ms Kalaya, her eyes beginning 
to fill with tears, adds: “My son is 
preparing to be a doctor. We will 
find a way to eat but if he can't 
finish his studies, Tm afraid he is 
going to commit suicide. 


“I want things to he different 
for him. After I lost my job I 
looked around a lot for a new 
one. But Tm 40 years old and I 
finished only four years of pri- 
mary school. I applied to be a 
maid but even they said ‘no one 
older than 35.' " 

"Thais want to work," Ms 
Kalaya says, explaining that a 
few years back Siam Parts 
offered a generous early retire- 
ment plan. "No one wanted it. 1 
don’t want iL 1 want to work." 

T his i s the second in a series on 
victims qf the Asian economic cri- 
sis 
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THE LEX COLUMN 


Merrily we merge along 


R oll on the $100bn deal. We almost 
got there in 1998, with the $86tm 
merger between Exxon and Mobil, 
and three other combinations - 
Travelers/Citicorp. SBC Communications/ 
Ameritech and Bell Atlantic/GTE - all 
valued at more than S70bn. These gigantic 
transactions helped boost worldwide 
merger and acquisition volumes to more 
than $2, 4001m, a whopping 50 per cent 
increase on 1997*s record total. 

But if 1998 is remembered as the year of 
the big deal, this hides how much M&A 
activity has broadened since the current 
cycle began with financials, defence and 
pharmaceuticals in the early 1990s. Few 
industries remain immune from the 
trends of consolidation, globalisation and 
shareholder value creation. Companies 
are increasingly turning to acquisitions as 
the easiest, sometimes the only, way to 
generate top-line growth at a time of 
static volumes and falling prices. 

By that reasoning, oil, automotive, and 
capital goods are likely to join tele- 
communications, banking and chemicals 
as hot sectors for 1999. In oil. mining, 
paper and steel, the damage being 
wreaked by falling commodity prices is 
painfully obvious. For ch emicals and cars, 
the difficulty of raising selling prices is 
almost as severe, at a time when many of 
the easy, internal cost savings have 
already been made. 

Often, it takes just one audacious deal 
to lead to the sort of Industrial endgame 
that has *»fc»n place in US defence and Is 
occurring in telecoms. The $55bn British 
Petroleum/Amoco merger was the trigger 
for the oil sector, and the $4Qbn creation 
of DaimlerChrysler may well set off a 
stampede for partners in the car industry. 
JQrgen Schrempp, D aiml er chairman, 
forecasts that there will be just 10 car- 
makers left within 10 years. Alex Trotman 
of Ford puts the figure at five. 

The growth in cross-border deals is no 
accident. Managers in industries that 
have consolidated nationally are being 
forced to look further afield, even though 
the scope for savings is usually less. 
Cross-border deals already account for 
around a quarter of total M&A volumes 
and this share looks set to increase in 
1999. Interestingly, none of these Inter- 
national deals has sparked the kind of 
patriotic opposition that Japanese pur- 
chases of American assets provoked in the 


Woridwttie M&Avolunifl 

SOM bn 



mans Such deals have been made 
by the increasing willingness of 
investors to accept foreign stock, coupled 
with companies' ability to tailor their 
paper to different constituencies - 
witness DaimlerChiysIer’s global shares, 
which pay dividends In a Choice of curren- 
cies. 

Even more significant has been the 
growing popularity of the mergers of 
equal concept Given the favourable tax 
and accounting treatment accorded to 
such mergers under pooling of interest 
rules In the US, this structure has 
undoubtedly fuelled SWA volumes. But 
investors have made it clear they do not 
like fudges In the management structure, 
and companies are already adjusting to 
the discrediting of the joint chair- 
men/joint chief executive arrangement 

G eographically, 1999 is likely to be 
Europe's year. In the past 
12 months, the US share of M&A 
deals rose from 55 to 65 per cent, 
because it was home to most mega- 
mergers. But the European Union’s com- 
mon currency and lower returns on capi- 
tal suggest there is stOl a need far whole- 
sale restructuring. There may also be a 
pick-up of M&A volumes in Asia and 
T-flttn America; as economies than stabi- 
lise, managers should find bottom-fishing 
more comfort a ble. General Electric of the 
US announced recently that it would 
divert cashflow from share buy-backs to 
make Aslan acquisitions. 

The coming year may also see the 
return of financial buyers, who have 


raised plenty of cash (particularly for 
European transactions), but have recently 
tended to lose'out to Indu strial rivals able 
to create synergies - as KKR did in the 
case of Hoechsf s paints division. 

Of course, there are risks in this opti- 
mistic scenario. The most obvious is a 
stock market crash, although the quick 
recovery In activity following this 
autumn's setback suggests most deals 
these days are more strategic than finan- 
cially driven. Ironically, this fact may 
cause problems in another quarter bisec- 
tors such as defence and telecoms -the 
extent of consolidation has clearly started 
to worry antitrust regulators. 

But the biggest danger to the M&A 
boom is that investors are becoming 
increasingly discerning. Many recent 
deals have been greeted more with a 
yawn than a shout and share prices have 
hardly reacted, even where a Juicy pre- 
mium was on offer. Snm« of twn probably 
reflects regulatory uncertainty or long- 
drawn out timetables. But it also demon- 
strates a harder-headed assessment of 
promised synergies. Often, a Ugh propor- 
tion of those synergies could be delivered 
by companies independently. 

T hese days, the market also takes 
competitive response, revenue attri- 
tion and advance costs into account 
Investors are mere alert to the fact 
that the strategic advantages of M&A 
accrue di s proportionately to first movers 
in an industry who are able to pick off 
partners with the best synergies. This has 
not been lost an Britain’s General Electric 
Company and British Aerospace as they 
contemplate their own merger options, 
with neither wishing to be forced on to 
the back foot by the other. 

Investors are also distinguishing 
between those synergies based on hard 
cost-cutting and those based an hoped-for 
revenue benefits. The latter may prove 
elusive If rivals engage in copycat 
mergers. And the market Is becoming 
quick to doubt the wisdom of overly 
defensive alliances, such as that between 
UK engineering firms BTR and Slebe, 
which seem to be propping up weaker 
companies rather than fundamentally 
im pr oving their competitive position. 

But if all this shareholder watchfulness 
increases the pressure to do fewer but 
better deals, that will be no bad thtng 
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Europe today 

The central and eastern Mediter- 
ranean will be dry with some sun. 
Western Spain and Portugal wffl 
have heavy rain but eastern Spain 
wffl be drier. Wet, windy weather 
win approach western Franca but 
eastern Fra n ce and the Low Coun- 
tries wifl be dry and mSd. Central 
and eastern Europe, Including Den- 
mark and northern Italy, wffl be fine 
and settled but overnight fog aid 
frost wffl finger In some places. 
Norway and Sweden wffl have 
scattered wintry ahewere but 
north-east Europe wffl be windy 
with widespread snow. 

Five-day forecast 

East and north-east Europe wffl be 
dry but very frosty with patchy 
freezing log. Central Europe wffl be 
dry but dsytima tamparatires wB 
be mostly above freezing. Rain wffl 
reach Italy on Friday. Western 
Europe wfll stay changeable and 
relatively m&L 
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Qatttng a frosty recaption; Moscow mayor Yuri Luzhkov wsloo msa 


-the Russian version of Santa Chius 


Grandfather Frost is 
coming in from the cold 

Moscow's mayor enlists the support of Russian Santa Claus 




By John ThomhH In Moscow 


Yuri Luzhkov, Moscow’s 
rumbustious mayor and presidential 
contender, has enlisted Ded Moroz, 
Russia's version of Santa, dans, to 
boost his popularity. In the process, 
he has decreed that "Grandfather 
Frost’s” origins are purely Russian. 

Mr Luzhkov Invited the red-robed, 
white-bearded Ded Moroz to ride 
through the city streets in a three- 
horse “troika" sled on Sunday and to 
light up a giant fir tree' oca Manezh 
Square beneath the Kremlin walls. 
Mr Luzhkov said he wanted this, to 
became an ammai event 

With typical swagger, he also 
resolved the contentious debate 
about where Ded Moroz lives for 
most of the year. 

Rejecting suggestions that the 
winter merrymaker came from. Lap- 
land, Mr Luzhkov assarted Ded 
Moroz was a "real Russian” who 
hailed from Veliky Ustyug, in the 
Vologodskaya region of northern 
Russia. 

"Be lives among absolutely enor- 
mous fir and pine trees in the land 
of Vologoda,” Mr Luzhkov said. 

The reassertion of Russian holiday 
traditions chimes well with Mr Luzh- 
kov's claim to he the champion of 


national values. On previous occa- 
sions, Moscow’s mayor has banned 
foreign words from local advertising, 
created a local challenger (Ruskoye 
Bistro) to the mighty McDonald's 
fast food chain, and asserted 
Russia's territorial claims over the 
Crimea region of Ukraine. - 

Mr Luzhkov has also been trying 
to extend his political reach beyond 
Moscow to win new friends in the 

regfmuL 

To this end, Moscow has provided 
funds to help Ded Moroz’s home 
town cope with the aftermath of a 
summer flood and la building a local 
school. 

Ded Moroz has suffered something 
of an identity crisis this century and 
is now much confused by many Rus- 
sians with Santa Claus, a western 
. interloper heavily promoted by for- 
eign advertiser*; - 

In Tsarist times, lied Moroz's pre- 
decessors used to pop up at Christ- 
mas thru, which, according to the 
old calendar stm employed by the 
Orthodox church, is celebrated on 
January 7. . . 

But foDawing the Bolshevik revo- 
lution af 1917, the Communist Party 
banned the celebrations marking 
Christmas and New Year, consign- 
ing Ded Moroz to a cheerless exile. It 


was sfaiin, the "best friend of all the 
childre n", who restored New Year as 
a national holiday to 1948. 

Ded Moroz was then reinvented as 
an ideologically correct do-gooder, 
who could be conveniently contacted 
through Zarya, the state monopoly 
for domestic services, which also 
controlled odd-job men and 
sitters. 

Accompanied by Snegurochka, his 
Snow Maiden assistant, Ded Moroz 
now appears at- children’s parties 
throughout .tiie holiday season 
distributing gifts and fighting off 
Baba Yaga, the evil witch and hahit- 
ual present snatcher. 

The Moscow administration has 
devoted a lot of resources to enter- 
taining the city's L5m children and 
hosted the youth Olympics this sum- 
mer. Mr Luzhkov’s face even adorns 
some school text books, replacing 
the once-ublqultous features of 
Vladimir Lenin, the founder of the 
Soviet state. 

But Mr Luzhkov yesterday broke 
off from his attempts to win the 
hearts of Moscow’s children to try tq 
attract the votes of their parents by. 
promoting the newly-created Ote- 
chestvo (Fatherland) movement, 
labelled the new “party of 
power". 
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INVESTMENT BANKS END 1998 AHEAD ON EARNINGS DESPITE DISRUPTION TRIGGERED BY RUSSIA'S DEBT DEFAULT 


DaimlerGhryster lifts Dax 

German equities 

«gltinferGfaiysjer -.' V clawed back abovsthe 
Swipdcatta merger • 5,000 level on the Xetra 

Whm? ‘ °ax index as investors 

■18P ' i ^ ret urne d from the 

w i Christmas break in 

• upbeat mood. Buyers 

no _JL \/S£L_ stepped on Daimier- 

ir« . .AT Chrysler's accelerator 

after the motor giant 

r «i i . • i j. forecast significantly 

1998 Osc higher earnings for 

' ■' 1999. Sales growth - 

was put at 13 per cent and merger synergies 
were said to be having an increasingly impor- 
tant Impact on trading. Page 28 

More internet mania in US 

The stock market value of Charles Schwab, the 

i private-cBent broker that was a pioneer of 
online trading and investing, has risen by 70 per 
cent In the space of only eight trading sessions. 
The company is benefiting from the Internet 
mania gripping the US stock market, which is 
affecting companies whose fortunes appear 
most closely linked to the online world. Page 14 

Corporate funds flow into Lloyd’s 

A spate of deals at Lloyd's, the London insur- 
ance market, has underlined the increasing 
dominance of corporate capital and the growing 
presence of overseas groups in the market 
Corporate investors started to replace the 
dwindling band of Names, whose wealth tradi- 
tionally supported Lloyd's, after the financial cri- 
sis that hit it in the early 1990s. Page 16 

Israeli food retailers focus on home 

After venturing abroad, Israel's two largest food 
retailers are returning home and concentrating 
on what they do best selling food to Israelis. 

For Blue Square and Supersol, a duopoly which 
has dominated the food retailing sector for 
decades, the decision coincides with dfeap- 
_ pointing third quarter results. Page 14 

f Iron ore prices set to be cut 

r Australian iron ore producers are braced for a 
sharp price cut In forthcoming negotiations with 
Japanese steel producers. Japanese steel pro- 
duction is set to reach its lowest in nearly three 
decades in the year to March, while world steel 
production in November fed an annual 9.3 per 
cent, the largest drop since 1983. Page 15 

Dollar slips ahead of euro launch 

The US dottar dropped back from the overnight 
highs It reached in Tokyo. However, trading was 
lacklustre, wfth dealers reluctant to take signifi- 
cant positions ahead of the Impending iaunch of 
Europe’s single currency. Page 19 - 

Deflation fears trigger Tokyo falls 

Shares traded lightly In Tokyo in spite of Sun-, 
day’s confirmation by foe Economic Hanning 
Agency that Japan’s economy had entered a 
deflationary spted. The benchmark Nikkei 225 
Average felt 0.6 per cent. Pag* 28 


Wall Street 
survives the 
turmoil of 
a tough year 


The top ten 




! By Tracy Corrigan Inliew York 

! Wall Street firms are still 
paying the price for the worst 
financial market iHu m ptfnn in 
50 years, despite a market 
rebound in November. 

The fourth quarto' has been 
better , than the third, but is 
still expected to be only mar- 
ginally profitable for many 
and well below last year's lev- 
els, according to analysts. ' 
Merrill Lynch and Donald- 
son, Lufkin '& Jenrette shares 
are ending the year mare or 
less where they started, 
despite a 26 percent rise in the 
Standard & Poor’s 500 Index, 
and thousand of jobs have 
been cut on Wall Street 
As well as suffering trading 
losses, firms were hit by a fall- 
off in underwriting merg- 
ers and acquisitions activity 
due to fire market turmoil trig- 
gered by Russia’s default cm its 
domestic debt in August 
"October was bad,” said 
Raphael Soifer, securities 
industry analyst at Brown 


Cephalon 
shares up 
after new 
drug is 


By Victoria Griffith In Boston 

Shares in the US 
biotechnology company 
Cephalon rose sharply in 
morning trading yesterday 
after the US Food & Drug 
Administration (FDA) 
approved its treatment for nar- 
colepsy. the first non-amphet- 
amine drug to be approved tor 
the disease in 40 years. 

The share price - which 
closed at S&19 on Christmas 
Eve - peaked at $10.71, before 
falling back to 19.19 in after- 
noon trading. 

The approval of Pro vigil, as 
the product will be called, 
marks a turn In fortune for 
Cephalon. "Sales of Provigil 
alone should move the com- 
pany into profits by the year 
2001,* said David Stone, a bio- 
technology analyst with the 
research group SG Cowen 
Securities. 

Like most biotechnology 
companies, Cephalon is losing 
money. 

It had traded as high as $40 a 
share three years ago, but lost 
favour with investors after the 
FDA failed to clear Myotro- 
phin, the company's treatment 
for Lou Gehrig's disease, a con- 
dition that attacks the nervous 
system. 

Narcolepsy, a chronic disor- 
der that can cause patients to 
foil asleep against their will at 
any time of the day, afflicts 
about 250,000 people in the 
industrial world. The treat- 
ment, will be Cephaton's first 
product in the US. Pro vigil has 
already been approved in sev- 
eral markets in Europe. 

. Cephalon's strategy is to 
gain approval to use Pro vigil 
to treat other diseases. 

“There are a lot of other con- 
ditions that cause excessive 
drowsiness during the day, 
and we’re concentrating on 
getting clearance for those." 
said Frank BaldJno, Cephalon 
chief executive. 

provigjj could also be used 
to treat patients with obstruc- 
tive sleep apnea, a br eath i ng 
disorder that prevents suffer- 
ers from getting a good night’s 
s2o€P» 

Although many patients 
with the condition now use a 
device to keep their airways 
open, daytime drowsiness can 
still be. a problem. 

Provigil has a number of 
advantages over current treat- 
ments for narcolepsy. 

Patients need to take Jhe 
medicine once a day - bot sev- 
eral times a day like most 
amphetamines - and Provigil 
j la not habit-forming, 
i Cephalon’s treatment, how- 
1 ever, did show mild to moder- 
ate side efforts in clinical trials 
such as headaches, n ausea .. 
an-yjp tv and night-time insom- 
nia. 


Brothers Harriman, “and 
December has two light 
weeks" for underwriting and 
mergers and acquisitions 
because of the holidays. 

Nevertheless, the picture for 
the year as a whole looks bet- 
ter than might be expected. 
The value of global mergers 
and . acquisitions totals 
$2,432bn for the year to date 
compared with. $1,61 8bn last 
year, according to Securities 
Data. 

Debt and equity issuance in 
the US domestic market 
reached $1.796bn, up from 
$1,313 bn a year ago, although 
new issue volume in higher 
margin businesses such as 
IPOs is down for the quarter 
and for the year. 

Despite poor third and/or 
fourth quarters, many firms 
are likely to set record or near 
record earnings for the year 
when they report in January 
and February. 

■ Goldman Rarh«, which had 
two nasty months - September 
and October - in its fourth 
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quarter because of its Novem- 
ber fiscal year end, has already 
reported record revenues this 
year and near-record earnings. 

Lehman Brothers, a firm 
which only months ago was 
rumoured to be on the brink of 
disaster, is expected to show a 
record year when it reports 
next week. 

Morgan Stanley, which also 
reports next week, has benefit 
ted not only from its broad 
spread of businesses but also 
from superior risk manage- 
ment systems. "They managed 
to dodge most of the bullets,” 
said Mr Soifer. For those who 


took some big hits, a broad 
spread of businesses is stilt a 
help. Merrill Lynch performed 
badly in fHmtf income, prompt- 
ing a management shake-up in 
that business in risk man- 
agement. Merrill still manage 
to top the US underwriting 
league tables again this year, 
however, and ranked second in 
global M&A. 

In fact, the bulge bracket 
which dominates the US secu- 
rities industry appears better 
ensconced than ever. These 
are also reasons for big US 
investment banks to be cheer- 
ful about 1998. Trading volume 


looks likely to remain high, 
and underwriting and M&A 
pipelines have refilled. 

Some analysts, however, 
warn that concerns about the 
MiHennlnm computer bug will 
severely dampen activity in 
the second half of the year. 

The bouyant first half of 
1996, which will help firms pro- 
duce impressive 1998 earnings 
despite months of market 
turmoil, will set tough compar- 
isons for next year. The for- 
tunes of Wall Street remain, as 
one analyst said, "a bet on the 
market” - and as this year has 
shown, that Is a tricky call. 


MOVE IS PART OF STRATEGY TO REBUILD FINANCES FOLLOWING SECTO RS BA D LOAN PROBLEMS 

Fuji Bank is preparing to raise 
$1.8bn in New Year share issue 


By Basko (tefcsmae kr Tokyo ■ 

Fuji Rank, one of Japan’s 
largest commercial banks, is to 
raise Y2I7bn (glBTbn) by Issu- 
ing new shares in January. Its 
business partners in the Fuyo 
keiretsu, or corporate family, 
will provide 60 per cent of the 
fresh capital. 

The hank has been imple- 
menting an aggressive strat- 
egy to rebuild its finances after 
running into the loan prob- 
lems that have hit the Japa- 
nese banking sector, though it 
denied it would be using the 
proceeds from the share issue 
to write off Us bad loans. 

Instead, it confirmed that it 
planned to apply for between 
YSOObn and YTOObn of public 
money to strengthen its finan- 


cial base. Its strategy -differs ~ 
from that of Bank of Tokyo- 
Mitsdbiahi, Japan’s biggest, 
which has decided not to apply 
for public foods. 

Fuji Bank will issue more 
than 503m shares by third- 
party allocation to 60 com- 
panies. From the Fuyo keir- 
etsu, Yasuda Mutual life will 
be buying over 18 per cent car 
YWbn, of the shares, while 
Yasuda Fire and Marine will 
account for Y20bn. Nissan 
Motor and Marubeni Corpora- 
tion are each set to acquire 
YlObn. Hitachi, a Fuyo group 
affiliate, will be buying a 
modest Ylbn. 

Japan’s two largest life 
assurers. Nippon Life and 
Daiichi Mutual Life, will be 
acquiring YlObn of shares 


each. Both are big sharehold- 
ers in Fq)i Bank. 

Saknra Bank and Bank of 
Tokyo-Mitsubfshi also declared 
recently that they planned to 
raise capital privately. But 
Sakura Bank hit a snag when 
Toyota Motor, a fellow mem- 
ber of the Mitsui keiretsu, 
refused to participate in a 
planned Y350bn capital injec- 
tion for the bank. 

Fqji said It would use Y70bn 
of the share issue to fund the 
creation of a new trust bank 
with Dai-Ichi Kangyo Bank. 
The remainder would largely 
be used to strengthen its 
domestic and overseas systems 
infrastructure. “We are prepar- 
ing our survival strategy for 
an increasingly competitive 
business environment in the 


wake of Big Bang reforms.” 
said a Fuji Bank official. 

It is in the process of 
increasing its reserves for 
problem loans by Y450bn this 
fiscal year, of which Y200bn 
will be used to boost problem 
loan reserves. The bank is also 
reducing unrealised losses on 
securities by roughly Y350bn 
through stock devaluation and 
outright market sales. It plans 
to offset these expenses with 
tax credits totalling YSOObn, 
which it expects to receive at 
the end of March. 

Fuji Bank shares ended the 
day unchanged at Y43L Bank 
of Tokyo-Mitsubishi also 
remained unchanged at Y1.2Q2. 
but Sakura Bank, yesterday’s 
most heavily traded stock, fell j 
33 per cent, or Y9. to Y26L 


Talks between National Power, 
the UK energy producer, and 
Poland’s state treasury on the 
purchase of a strategic stake 
in the Patnow-Adamow-Konin 
(PA K) complex, one of the 
country’s largest power gener- 
ators, have foundered amidst a 
fall in Poland’s wholesale 
power prices. 

The privatisation of the 
plant, which supplies about 11 
per cent of Poland's power 
needs, Is the first significant 
sale in the sector, which him 
recently embarked on a partial 
liberalisation of the wholesale 
power market covering about 
30 per cent of energy 
output. 

The talks, which resulted in 
National Power offering $125m 
for a 20 per cent stake in PAK, 
were due to have been com- 
pleted just before Christmas. 

But they halted when Bmfl 
Wasacz, the treasury minister, 
refused the UK company more 
time to negotiate long term 
agreements with Poland’s 
National Grid (PSE) and 
regional distributors on the 
prices PAK would receive for 
its energy, according to people 
dose to the talks. 

National Power offered a fur- 
ther $12Sm for another 17 per 
cent stake in PAK to help 
finance the lignite-powered 
generator's estimated $lbn 
modernisation costs. 

The British company, which 
is understood to be interested 
in resuming negotiations, had 
been in talks on the purchase 
since the beginning of October. 

The Polish treasury bad 
granted the UK company 
exclusive negotiating rights 
against a bid fr om Etektrim, a 
listed Polish industrial con- 
glomerate backed by the Calif- 
ornia Energy Company plus 
local banks and energy plant 
construction and supply 
companies. 

A partial liberalisation of 
Poland’s wholesale power mar- 
ket has seen hard coal-powered 
generators lowering prices for 
next year by about 10 per cent 
in real terms in an effort to 
retain market share. 

The liberalisation has, for 
the first time, allowed regional 
distribution companies to 
negotiate directly with the 
generators and to shun PSE, 
which previously administered 
supply and demand. 


MARKET WILL GROW TO $36BN NEXT YEAR 


China relying on 
bonds to boost 
economic growth 


By Jamas Han&jg ta Shanghai 

farina is set to rely more on its 
emerging domestic bond mar- 
kets as well as international 
capital markets next year, as 
the government continues its 
fest-growfng debt issuance pro- 
gramme to finance infrastruc- 
ture spending and boost eco- 
nomic growth. 

BeULog is expected to 
increase the issuance of state, 
or central government, bonds 
to more than RMBSOObn 
($3&5bn) next year and is also 
considering applications for 
overseas issues, following the 
successful recent offering of a 
sovereign film 10-year bond. 

The plans to call on domes- 
tic and global band markets 
wnriprUnp the pressures on Bei- 
jing to find funds to pay off 
debts in the state- sector, 
finance construction projects 
and ease the strain on an over- 
stretched national budget 

According to officials, Chi- 
na’s budget deficit is likely to 
reach around RMB96bn this 
year and analysts expect the 
government will -have to con- 
tinue deficit spending next 
year if China’s slowing econ- 
omy is going to meet what offi- 
cials are forecasting win be 7-8 
per cent growth for 1999. 

Debt issuance this year has 
leapt .to a total of about 
RUBaHbn in different kinds of 
public sector bonds, including 
RMB28Qbn of state bonds. 
State bond issues alone are 
expected to rise next year to 
RMBSOObn, according to China 
Securities, the official newspa- 
per. Beijing lias just set the 


middle of next month as the 
date for the issue of a domestic 
RMB2tm bond to finance con- 
struction of the Three Gorges 
dam, the world's largest civil 
engineering project. 

The government is also 
expected to turn to overseas 
investors, after the issue this 
month of its first sovereign 
bond since the start of the 
Asian financial crisis was over- 
subscribed.- 

The debt .was priced 380 
basis points over the bench- 
mark 10-year US Treasuries 
and about 50 basis points over 
the last China bond issues. 
Credit Suisse First Boston and 
G oldman S fccha jointly led fhw 
(teal. 

The pricing of the bonds 
attracted investors, hut some 
people have been concerned 
about the use of funds raised. 
Campaigners at the Interna- 
tional Rivers Network have 
pointed out that the prospec- 
tus allows that some of the 

money may assist the Three 
. Gorges project, winch they say 
threatens to damage the envi- ! 
ronment permanently, exact a 
heavy social cost and prove an 
inefficient way to generate 
electricity. 

Institutions looking to raise 
funds outside China include 
the State Development Bank - 
China's main policy hank and 
lender for domestic infrastruc- 
ture - which is expected to tap 
foreign investors early in 1999. 
Chen Yuan, the bank gover- 
nor, has also said the SDB 
would be keen to issue bonds 
denominated in euros “if the 
market gives us a chance”. 


Notice to customers 
of Halifax International 
(Isle of Man) Limited. 

Halifax International (Isle of Man) Limited announces revised 
interest rates effective from 1st January 1999. 



ANNUAL INTEREST 

ANNUAL INTEREST 

MONTHLY INTEREST 

BALANCE 

GROSS RA. 

GROSS RA. 

GROSS RA. 


(CURRENT) 

(FROM 01/01/99) 

(FROM 01/01/99) 

HALIFAX INTERNATIONAL MANX PREMIUM 

£100,000+ 

7.15% 

6.75% 

6.55% 

£50,000+, 

7-10% 

6.70% 

630% 

£25,000+ 

630% 

630% 

631% 

£10,000+ 

630% 

6.10% 

534% 


HALIFAX INTERNATIONAL MANX GOLD 


£100,000+ 

630% 

6-40% 

6.22% 

£50,000+ 

630% 

6-20% 

6.03% 

£25,000+ 

635% 

6-15% 

538% 

£1(1000+ 

60.0% 

5.70% 

5.56% 

£5,000+ 

535% 

5.15% 

5.03% 

£500+ 

335% 

335% 

3-49% 

£10+ 

2.70% 

230% 

N/A 


if you have less than £10,000 in your Halifax international Manx Premium account it will 
earn interest at the equivalent Halifax International Manx Gold rate. It you have less than 
£10 in your Halifax International Manx Premium or Halifax International Manx Gold account 
we will only pay interest at 1.00% gross fxa.“Gross’ means we will not take any tax off the 
interest we pay. The accounts shown abow are onty available to residents of the Isle of Man. 

: urther details can be obtained by calling Halifax International 
(Isle of Man) Limited on 01624 612323 (from within the UK) or 
+44 1624 612323 (from outside the UK). 


29th December 1996 
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STOCK MARKETS OTHER COMPANIES ARE BENEFITING FROM THE DEMAND FOR ON-LINE STOCKS 


Internet mania extends its reach 


By Richard Waters in New York 


The internet mania gripping 
the US stock market has 
spread, touching other 
companies whose fortunes 
appear most closely linked 
to the on-line world, if Wall 
Street's current rally is 
anything to go by. 

The shift has been 
powerful enough to alter the 
traditional pecking order in 
Industries such as 
telecommunications and 
stocbbroking - a sea-change 
in stock market sentiment 
that has gathered 
momentum in the final days 
of the year. 

Among the beneficiaries of 
this spill-over have been 
companies such as Charles 
Schwab, the private-client 
broker which was a pioneer 
of on-line trading and 
investing. and MCI 
WorldCom, the telecoms 
company whose network 
carries a large part of the 
traffic for the internet- 

Shares in San 
Francisco-based Charles 
Schwab jumped another 12 
per cent yesterday morning 


as investors continued to 
place a bet that the 
stockbroker would turn its 
early lead In the on-line 
world into a lasting 
advantage. 

The mania for internet 
stocks that took hold at the 
beginning of December has 
also continued to fuel the 
rise of Cisco Systems, the 
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Philips sells part of stake 
in US car guidance group 



The shift has 
altered the 
pecking order in 
leading market 
sectors 



By Samsr tskandar in Paris 
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company which makes most 
of the routers and other 
equipment on which the 
internet operates. 

The enthusiasm has lifted 
Schwab's stock market value 
by 70 per cent in the space of 
only eight tr ading sessions. 

Coming after a strong 
year, the latest advance 
pointed to high hopes about 
the on-line future. The 


company's market 
capitalisation had jumped to 
$ 18bn by yesterday, up from 
$7bn at the start of the year. 

Other brokerage stocks, 
meanwhile, are ending the 
year dose to the levels they 
started it. As a result, 
Schwab now stands nearly 
shoulder-to-shoolder with 
Merrill Lynch, which is val- 
ued at $26bn - even though 
Schwab’s $35bn or so of rev- 
enue this year makes it less 
than a tenth the size of 
Merrill. 


A similar, though less dra- 
matic, shift in the telecom 
sector briefly pushed the 
market capitalisation of MCI 
WorldCom above that of 
AT&T earlier this month. 
Because of the rapid growth 
of its data business, much of 
it tied to the emergence of 
the Internet, MCI World- 
Corn's shares have climbed 
from $30 to $71 this year. Car 
outpacing the 25 per cent 
advance at AT&T. 

Despite getting caught up 
in the internet fever that has 


swept across the stock mar- 
ket, companies such as MCI 
WorldCom and Schwab stfU 
rely for the bulk of their rev- 
enues on activities that have 
nothing to do with the on- 
line world. 

The enthusiasm for pure 
internet stocks continued 
unabated yesterday, lifting 
the shares of companies 
such as Amazbn.com, the 
internet retailer, and Amer- 
ica Online, the largest pro- 
vider of internet access, by 
more than 10 per cent. 


Israeli food retailers go back to their roots 


After disappointing forays abroad Blue Square and Supersol are retrenching at home, reports Judy Dempsey 


A fter venturing abroad, 
or expanding into otber 
areas, Israel's -two larg- 
est food retailers bare 
decided to call it a day. They 
are returning home and con- 
centrating on what they do 
best: selling food to Israelis. 

For Blue Square and 
Supersol. a duopoly which 
has dominated Israel’s food 
retailing sector for decades, 
the decision to focus an the 
domestic market came as 
both companies unveiled dis- 
appointing third-quarter 
results. 

Blue Square, a public com- 
pany also listed in Wall 
Street, reported an 8.1 per 
cent fall in quarterly same- 
store sales while net income 
fell 6 per cent to Shkl9.4m 
($4£3m). 

Supersol's results were 
equally unimpressive. Its 
same-store quarterly sales 
declined 3.6 per cent and net 
income plummeted, falling 
17.2 per cent to Shk27m. 

Both retailers blamed the 
economic climate. Gross 
domestic product slowed to 
per cent for most of 1998. 
allowing private consump- 
tion per capita to rise only 
1 per cent compared with 15 
per cent the previous year. 

Inflation was another fac- 
tor hampering strong 
growth, since food imports - 
worth more than Slbn a 
year - account for 10 per 
cent of total food consump- 
tion. The shekel fell in value 


against the dollar by 15-18 
per cent between August 
and October. And Inflation 
jumped in the last quarter of 
1998. 

With such an economic 
downturn, it may seem sur- 
prising that Supersol and 
Blue Square have decided to 
refocus on food retailing. 
But Keith Phillips, analyst at 
SG Securities in London, 
says: "Its what they both 
know how to do best 1 * 

Supersol's experiences in 
Hungary, where it estab- 
lished a presence in the mid- 
1990s, confirms this. It 
recently sold off its holdings 
there, having failed to make 
any Impact on the local 
consumer. 

**I think- Supersol learnt 
that going overseas was very 
costly," said Mr Phillips. 
"You need experience, good 
management and market- 
ing." 

As it quit Hungary, Super- 
sol - a publicly traded com- 
pany controlled by Israel’s 
Recanati family - also dis- 
posed of its office supplies 
and do-it-yourself outlets. 

It then started restructur- 
ing the Shekem food stores 
which it bought in 1997 and 
invested In a new logistics 
centre aimed at reducing 
inventory and distribution 
costs. 

And as if to underline its 
new focus. Supersol recently 
appointed the head of the 
technical and logistics divl- 
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Japanese contractors 
warn of deeper losses 


By Alexandra Harney in Tokyo 


Japan's embattled con- 
struction sector suffered 
another blow yesterday 
when Tokyu and Fqjitu Con- 
st met ion, two of the coun- 
try's largest contractors, 
warned that losses would be 
more than double those ear- 
lier forecast and unveiled 
massive restructuring plans 
aimed at reducing high lev- 
els of interest-bearing debt. 

The warnings underlined 
the seriousness of the crisis 
in the construction sector. 
The collapse in demand for 
projects and the sharp 
decline in land and equity 
values as a result of the pro- 
longed economic recession 
are forcing a growing num- 
ber or contractors to negoti- 
ate with lenders for debt for- 
giveness plans and even Tile 
for bankruptcy. 

Tokyu said it expected par- 
ent net losses tD balloon to 
Yuobn (S775ra) by next 
March, compared with losses 
of Yiu.ltbn last year, 
although company execu- 
tives admitted it was likely 
to incur further extraordi- 
nary losses as a result of 
restructuring. 

The announcement 
marked a rapid downward 
revision: in late November. 

the contractor had expected 


net losses of Y37bn on turn- 
over of Y495bn. Yesterday, 
Tokyu also lowered its sales 
forecast to Y472bn. 

Analysts said the restruct- 
uring plan, approved at a 
board meeting yesterday, 
was clearly managed by 
Tokyu Corporation, the 
diversified group that is the 
cunt rector's largest share- 
holder. The plan called for 
the immediate resignation of 
president Tetsu Goto and the 
appointment of Kuniyoshi 
Iharu, farmer Tokyu Corpo- 
ration rice president, in his 
place. 

it represents the contrac- 
tor's latest attempt to limit 
the damage from the grow- 
ing crisis in Japan’s con- 
struction sector, which has 
left companies that expan- 
ded aggressively during the 
economic bubble in the 1980s 
and early 1990s with huge 
property and equity holdings 
now worth a Traction of their 
purchase value. 

Chief among the three- 
year plan's initiatives were 
the elimination of 1500 Jobs, 
a near-complete withdrawal 
from overseas operations, 
the sale of assets and a 
Y30bn third-party share 
increase. The contractor 
hopes to lower its interest- 
bearing debt burden by 
Yg3bn. from Y379bn this 


BANCA POPOLARE ^ 
D I BRESCIA 


NOTICE TO NOTEHOLDERS 


"Banca Popolare dl Brescia 7% subordhuted 
convertible notes 1997-2003" - tMC 109017- 


Natice is hereby given that from January 1st 1900 Interest relative to the period from January 
1st. to December 3 1st. 1998 win be payable In the ratio of Id. 672 (gross of wlthokflng 
ux} per each note of Itf, 9,«0 nominal value, against presentation of coupon n. 2. 
fcsymcw will uke place at Banca fopobre dl Brescia brandies. Monte Utoll S.p A. with respect 
to those ccrttfkotes held by Monte Tkoti and at Banque G6niiale du Luxembourg SA. 


Brescia, deccmber 29th. 1996 


Banca Popofere di Brescia 
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particularly in the food 
sector. 

This is one area on which 
both companies appear eager 
to focus their efforts. The 
question is whether the 
Israel retailing sector is not 
already saturated. 

"We know the market is a 
duopoly," said Stephen 
Levey, head of Warburg Dil- 
lon Read in Israel. “How- 
ever, there is stQI a lot of 
scope for expansion of the 
supermarket chains." 


Greenbergs* 


Coop-2afan-Hyperafei* 

12% 


Blue Squats 39% 


sion of the Israeli army, 
Major General Ami Sagis, as 
chief executive officer. 

Blue Square has taken a 
hard look at its strategy as 
well. Unwilling to carry 
operating losses of ShkSJ&n 
in its non-food activities dur- 
ing the third quarter of 1998, 


it recently agreed to sell 
Hamashhir, its department 
store operations, to Co-Op, 
the parent company. 

Now that Supersol and 
Blue Square have decided 
to refocus on food retailing, 
competition in that sector 
is expected to increase, 


F or example, the formal 
food retail sector 
accounts for about 80 per 
cent of .total food retailing in 
the US and 60 per cent in 
Europe. That compares with 
a level of about 39 per cent 
in ferae L. 

. To increase market pene- 
tration, both companies have 
ambitious expansion plans, 
which include introducing 
loyalty cards and own brand 
producers, a fairly new con- 
cept in Israeli retailing. 

Supersol has recently 
added six stores across Israel 
and in 1999 intends to add a 
farther 90,000 sq m of retail 
space to its existing 200,000 
sq m. Blue Square plans to 
expand by 20 per cent over 
an unspecified period. 

Despite competitive pres- 
sures, most analysts believe 
the duopoly will continue for 
some time. But in the mean- 
time, Mr Phillips argues, 
“it's gloves off time". 


year to Y296bn by the end of 
2003. 

Most of the job cuts, which 
represent 35 per cent of the 
workforce, would be 
achieved through a volun- 
tary retirement scheme, 
which would eliminate 1500 
positions. The rest would be 
lost through natural wast- 
age, said Mr Iharu. 

The Tokyu group, which is 
expected to purchase all of 
the shares in the Y30bn 
third party share issuance as 
part of the rescue package 
later this year, encompasses 
an estimated 400 companies, 
with businesses ranging 
from petrol sales to railways, 
hotels and travel agencies. 

The bulk of the debt reduc- ! 
tlon would be achieved 
through the sale of stocks 
and property holdings, com- 
pany executives said. The 
plan includes the disposal of 
Y44bn in debts Grom the sale 
of property holdings and 
uncollected construction 
project fees, as well as the 
disposal of Y48bn worth of 
debts from subsidiaries. 

Tokyu Construction has 11 
overseas subsidiaries and 
about io units in Japan 

The group's shares edged 
up slightly, finishing at Y88, 
which is Y2. or 25 per cent, 
above their close last 
week. 


Thomson-CSF 
cleared for 
talks with GEC 


By David Owen in Paris 


French government officials 
yesterday confirmed giving 
the Thomson-CSF defence 
electronics group clearance 
to discuss a possible tie-up 
with the defence unit of the 
UK’s General Electric Com- 
pany. but said they would 
expect any agreement to be 
“balanced". 

The officials also made 
clear it was very unlikely 
the French government 
would consent to n ailing the 
state's 40 per cent holding in 
Thomson completely in the 
context of such a deal. 

They indicated that they 
hoped to hear more from 
Denis Ranque, Thomson-CSF 
chairman, on the likpinmnd 
and possible terms and con- 
ditions of an agreement in 
the first half of January. 

Their comments came 
after Thomson-CSF said tt 
had won the foil hanking of 
the government to pursue a 
merger with Marconi Elec- 
tronics, GEC’s defence unit 
Mr Ranque said the govern- 
ment had agreed to reduce 
the state's shareholding to 
below io per cent if neces- 
sary to complete the transac- 
tion. 

The officials suggested 
Paris would expect any deal 
to strike a balance on points 
such as the management and 
decision centres of a com- 
bined entity. 

However, they drew a dis- 
tinction between the govern- 
ment’s likely bottom line in 
any Thomson merger and 
the situation at Airbus, 
where a planned restructur- 
ing has been thrown into 
confusion by a squabble 
between the consortium's 
main shareholders and Ger- 


many's Dasa, saying 
France's state-owned Aeros- 
patiale had demanded 50 per 
cent in a restructured Air- 
bus. 

In its current shape and 
financial structure, Thom- 
son-CSF is likely to be the 
junior partner in any deal 
with Marconi, but Is holding 
out for more than a 40 per 
cent share in any merged 
entity. 

The officials emphasised 
that government reluctance 
to contemplate selling out of 
Thomson-CSF - or the soon 
to be privatised Aerospatiale 
- entirely was on “strategic" 
rather than “ideological” 
grounds. 

In essence. Paris is keen to 
ensure a stable shareholder 
base and remains wary of 
any deal it feels might leave 
the future of such important 
components of Europe’s 
defence Industry in the 
hands of a small number of 
large institutional investors. 

The officials also' stressed 
that a tie-up involving GEC 
was just one of a number of 
options for Thomson-CSF. 
GEC has equally made it 
clear that a deal with the 
French company is. not Its 
only option. 

Nevertheless, a string of 
well placed government and 
industry representatives' 
have indicated in recent 
weeks that they believed a 
GECyThomson deal was one 
of the most likely outcomes 
of the current burst of 
merger negotiations in the 
European defence industry. 
Asked yesterday whether Mr 
Ranque had ateo been given 
.clearance to talk to British 
Aerospace, French officials 
said this had not been asked 
for. 


A newly-created venture 
capital fund controlled by 
LVMH, the French luxury 
goods group, yesterday made 
its first transaction by 
ar q irir irg Laflach&re for an 
undisc losed amount. 

Laflach&re's main asset is 
a stake of more than 70 per 
cent in Brosse et- Dupont, 
France's leading toothbrush 
maker, with FFr99 6m 
($l77m) of sales and net prof- 
its of FFr3Im for the year 
ending September 1997. 

Laflachere and its new 
owners also offered FFr650 a 
share for the remaining 
share of Brosse et Dupont, 
which is listed on the Paris 
stock exchange, valuing the 
company at more than 
FFrlbn, analysts said. 
Brosse et Dupont shares rose 
FFr6 to FFr630. 

LVMH said its unnamed 
investment fund would seek 
returns of at least 20 per 
cent on its investments, , 
mainly in medium sized 
companies with annual sales 1 
of between FFrSOOro-FFrltm. 

Last week. LVMH baited 
talks about buying Sanofi 
Beautd, the beauty products 
arm of Sanofi, the chemicals 
company controlled by oil 
group Elf Aquitaine. Sanofi 
Beautfi is to be spun off fed- 1 
lowing the merger, , 
announced earlier this 
month, of Sanofi's pharma- 
ceutical activities with those 
of Synthfilabo. the drugs 
group controlled by the cos- 
metics company L'OrfiaL 

LVMH said zt had dropped 
its FFr65bn bid (including 
assuming FFrL2bn of Sanofi 
Beautfi debt) because “dis- 
cussions revealed difficulties 
in integrating certain [Sanofi 
Beautfi] brands with the per- 
fume division of LVMH”. 

Analysts have warned the 
merger would create con- 
flicts of interest in the man- 
agement of rival brands, 
such as LVMH’s Christian 
Dior and Sanofi’s Yves Saint 
Laurent 

It is also understood that 
Yves Saint Laurent founder 
of the eponymous fashion 
group now controlled by 
Sanofi, had demanded to 
retain long term control ova: 
the image and marketing of 
some brands, in exchange 
for his cooperation with the 
would-be buyers. 

“As these difficulties 
appeared to be an obstacle to 
obtaining the expected syn- 
ergies, LVMH has with- 
drawn from the sale pro- 
cess,” LVMH said. 

Sanofi said Lazard Fibres, 
the investment bank advis- 
ing it on the sale, would con- 
tinue negotiating with other 
interested groups. 


Philips NV is selling part of its stake in USr-based 
Navigation Technologies Inc (NavTech), a 
guidance technology, to a financial consortium mvoMig a 
Dutch bank. Philips, a leading etectronics group, gave no 
financial details of the sale, which wffl cut Its interest in 
NavTech to around 40 per cent from more than 60 per 
cent Analysts said the move was proof of Philips; determi- 
nation to dispose ofloss-making concerns. . - 

“NavTech is one of the last bleeders,’ said Bait Sto- 
brand, an analyst at SNS Securities in Amsterdam, refer- 
ring to chief executive Car Boonstra's 1996 pledge to root 
out toss-makers. 'Over the past two years Philips has 
divested numerous non-oars interests, including entertain- 
ment group. PolyGram and vehicles unit. PhHips Car Sales. 

Losses at NavTech, which supplies continuously 
updated route guidance map databases in the US and 
Europe, are estimated at R 150m to R 200m ($79m to 
$106m) annually, analysts say, mainly finked to start-up 
and research costs. News of the sale fostered positive 
sentiment on the Amsterdam stock exchange, where PhS- 
jps shares climbed 2.38 per cent to R 128.80. 

Reuters, Amsterdam 




Qingdao Haier sales rise 


Qingdao Haier, China's leading refrigerator manufacturer, 
saw 1998 sales rise by 50 per cent over the previous 
period to RMB1EL2bn ($1.96bn) by December 26, the 
China Daily said yesterday. Exports rose 36 per cent year- 
on-year as Haier focused safes on Europe and the US. 
Analysts say the company is one of the few local enter- 
prises with credible ambitions of becoming an internation- 
ally competitive company. 

Zhang Ruimln, president, said 60 per cent of overseas 
sales of domestic appliances went to Europe and the US, 
while only 16 per cent were sold in south-east Asia. Haier, 
which has led the recapture of the local white goods mar- 
ket by domestic manufacturers from foreign competitors, 
derives most of its revenue from Chinese customers, hav- 
ing earned only $56m last year from exports. 

Haier merged 18 companies with losses of more than 
RMB500m in eastern Shandong, Zhejiang and southern 
Guangdong provinces, turning them into profitable busi- 
nesses, the China Dally said. James Harding, Shanghai 


INDONESIAN OIL 


Pertamina cancels contracts 


Indonesian state ol firm Pertamina has cancelled the con- 
tracts for 152 projects, mostly linked to the family and 
associates of former President Suharto, because of alleged 
corruption in the way they were awarded. “We have con- 
cluded the investigation of 152 projects In Pertamina, 
including exploration and catalysts for its refineries," said 
Kuntoro Mangkusubnoto, mines and energy minister. 

Mr Kurrtoro said cancellation of the suspect projects 
would save Pertamina $64.7m in dollar expenses and 
Rp212bn ($26.5m)'in rupiah costs. He said there were still 
seven projects under further investigation, including the 
BaJongan refinery In West Java and technical assistance 
contracts in Sembakung. 

The government of President B J. Habfofe has launched 
an official probe into Mr Suharto’s wealth, amid growing 
public pressure for the former president to brought to 
court for alleged corruption during his 32 years in power. 
Reuters, Jakarta 


CORRECTION 


Daiwa Securities 


Daiwa Securities forged a joint-venture this year with 
Sumitomo Bank, not Sumitomo Trust as stated In the 
Financial Times yesterday. 


'This announcement appears as a matter of record only" 




dutchtone 


NLG 1,080,000,000 
Bridge Facility 


To finance the construction and operation of 
Dutchtone’s GSM-1800 mobile network in Hie Netherlands 


Arranged by 


ABNAMR0 


Rabobank 

9 International 


Electro Banque SJV. 


Co-Arrangers Vendor Facility - 

Northern Telecom international Finance B.V. 


Co-Arrangers Revolving Facility 

De Nations le Investeringsbank N.V. ’ - Dresdner Bank Luxembourg SA 

SG Investment Banking .. . The chase Manhattan Bank 


Senior Lead Managers 

Banca Commetdaie Italians S.pA. Bayerische Landes bank international SA. 

Crfidit Lyonnais Dexia international 

DG BANK Deutsche Genossenschaftsbank AG MeesPierson N.V. 

NorddeutsdieLandesbankLuxentoouigSA RBC Finance B.v. 


Banca Popotane dl Milano 
KBC Bank NV 


Lead Managers 


Banque Artesia Nederland N.V. 

Natexis Banque 


Crfidit Commercial de France, Brussels Branch 


Partial Guarantor 
European investment Fund 


Facility Agent 
ABN AMRO Bank N.V. 


November 26. 1998 
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Treasuries stage recovery 


US 30-year bondi/WH 


GOVERNMENT BUNDS 
By Rfchard Waters in Hew York 


US Treasuries Btaged their 
first rally in more than a 
week in morning trading, 
erasing some of the losses 
that had accompanied the 
fading of hopes for another 
early cut in short-term inter- 
est rates. 

However European bond 
markets were subdued due 
to the holiday period and 
lack of interest ahead of the 
introduction of the euro. 

Dealers said that with the 
European single currency's 


birth only days away, there, 
was little desire to carry oat 
trades that could straddle 
the "conversion weekend", 
which stretches from Decem- 
ber 3i to January 4. 

Activity was kept to the 
long end of the German mar- 
ket but this was mostly year- 
end book-keeping 

The rebound in the US 
stemmed a decline in prices 
that had added around 25 
basis points to the yield on 
SO- year Treasury bonds over 
the previous two weeks. 

It reflected the generally 
positive 'background for 
Treasury bonds as tht> year 
draws to a dose, despite the 


recent retreat, in prices, 
according to Wall Street 
economists. 

In light trading yesterday 
morning in , -.New York, the 
long -bond advanced ft to 
101£. That pushed the yield 
down some four basis points 
from the level touched just 
before the Christmas holi- 
day, to 5,173 per cent 

Shorter-dated securities 
had a mixed morning, contri- 
buting to the flattening of 
the US yield curve that has 
accompanied the fading of 
hopes for a rate cut Two- 
year notes were unchanged 
at 99#, yielding 4.761 per 
cent, while 10-year bonds 


rose ft to 101^, pushing the 
yield down to 4.797 per cent 

The yield on long-term 
bonds may have bounced 
back above 5 per cent but it 
is 8t£U some 75 basis points 
lower than the start of the 
year, because of a continued 
decline in consumer price 
inflation during the year. 
Also, while the US economy 
has surprised most econo- 
mists with its strength 
throughout the year, most 
expect it to weaken in 1999. 

The bond market’s belief 
that the Federal Reserve will 
not cut interest rates again 
soon seemed to be confirmed 
last Thursday, when the' 
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publication of the minutes 
from November’s Open Mar- 
ket Committee meeting 
showed that the Fed was no 
longer following a bias 
towards cutting rates. 


IRON ORE AUSTRALIAN IN DUSTRY EXPECTS BIG F ALL IN NEGOTIATIO NS WI TH JAPANE SE STE EL GR0UPS_ 

Producers braced for cut in prices 


By Steven Wyatt and Gwen 
Robinson bi Sydney 

Australian iron ore 
producers are braced for a 
sharp cut in prices in forth- 
coming contract price nego- 
tiations with Japanese steel 
producers after the . collapse 
of coking coal prices in simi- 
lar talks last month. 

As the iron ore exporters 
prepare for the January 
talks - which traditionally 
set an international bench- 
mark for iron ore prices - 
their negotiating environ- 
ment could not be worse. 

Japanese steel production 
has fallen steadily this year 
and is set to reach its lowest 
in nearly three decades at 
about 92m tonnes In the 
financial year to March. 


COMMODITIES PRICES 


The global outlook is also 
poor, with the intern a tion al 
Iron and Steel institute con- 
firming that world steel pro- 
duction in November fell an 
annual 9.3 per cent, the larg- 
est drop since early 1983. 

However, the most daunt- . 
ing development for Austra- 
lia's iron ore industry was 
the 18 per cent price cut 
accepted by coking coal 
exporters in negotiations 
earlier this month with Japa- 
nese steel companies. 

Before the coal price cut, 
which applies to exports in ' 
the year to March 2000, ana- 
lysts had predicted a 5 per 
cent cut for iron ore produc- 
ers. Most have revised their 
expectations to an average 
cut of about 10 per cent, said 
Alan Heap, commodities 


analyst at Salomon Smith 
Barney in Sydney. 

Australia's leading Iron 
ore exporters include Ham- 
mersley Iron, a unit of 
Anglo-Australian company 
Rio Unto, Broken Hm Pro- 
prietary and Robe River, an 
offshoot of North Ltd. 

• The industry is linked 
closely with pig iron 
because, along with coking 
coal, iron ore is the primary 
raw material used to pro- 
duce blast furnace pig iron. 

However, world pig iron 
production is declining rap- 
idly. It fell 8.6 per cent in 
November, while production 
In western countries fell 
nearly 10 per cent, according 
to Macquarie Equities. 

Weakness started in Asia 
but the latest data show US 


pig iron production fell 19 
per cent In November while 
European production slid 
nearly 11 per cent 

Japanese crude steel pro- 
duction, meanwhile, fell an 
annual 13.6 per cent in 
November, while pig iron 
production fell 8X5 per cent 
for a fall of 4J3 per cent over 
the 11 months to November. 

Analysts say worse is to 
come. “We would expect fur- 
ther deterioration in pig iron 
production, especially in 
Japan," said Mr Heap. 

The link between iron ore 
and coal prices, however, is 
not always close, and iron 
ore may not suffer as big a 
cut as coal, according to 
Adam Rowley and Jim Len- 
non, commodities analysts 
at Macquarie Equities. 


Last year, for example, 
iron ore prices rose nearly 3 
per cent while hard coking 
coal prices were cut by 
nd&rly 5 per cent Also, over- 
supply in the coal market Is 
greater than in iron are, Mr 
Lennon said. 

“We are sticking with our 
prediction of a 7 per cent cut 
in iron ore fines prices and a 
10 per cent cut in lump,” he 
said. 

The one positive factor for 
Australia’s leading coking 
coal exporters in their Japa- 
nese negotiations was an 
agreed increase in export 
volumes, and analysts said 
that iron ore negotiators 
may be similarly motivated 
to take deeper price cuts ear- 
lier in order to maintain 
export volumes. 


Murdoch extends 
European TV plans 

The media tycoon is dose to acquiring another minority stake 

By Paid Betts hi Man 


Rupert Murdoch, fresh from 
his preliminary agreement 
to buy a controlling stake In 
a new Italian pay TV net- 
work, is close to acquiring a 
minority stake in another 
European television partner- 
ship involving Germany’s 
Kirch group and the Italian 
Mediaset commercial TV 
network. 

The two separate but con- 
current moves are part of 
the media tycoon’s efforts to 
build up a significant televi- 
sion broadcasting presence 
in continental Europe. 

Italian newspapers yester- 
day reported that representa- 
tives of Mr Murdoch. Medi- 
aset and Prince A1 Waleed of 
Saudi Arabia were putting 
the final touches to an agree- 
ment that would see them 
take minority stakes in the 
Kirch group's new Taurus 
Holding company. 

The deal is part of the Ger- 
man group's efforts to 
reduce its heavy debt burden 
at the same time as prepar- 
ing the new company for a 
stock market listing next 
year. 

If successful, it will also 
constitute the basis of a new 
European television partner- 
ship that would draw on the 
Kirch group’s extensive film 
library as well as its TV 
rights for the 2002 and 2006 
soccer World Cup champion- 
ships. 

The new company will 
control both the soccer 



Rupert Murdoch 

rights and the film Library as 
well as other Kirch digital 
TV channels. 

The Saudi financier is 
expected to invest about 
$400m for a stake In the 
holding company while Mr 
Murdoch could invest up to 
Jlbn. Fininvest, the holding 
company of Silvio Berlus- 
coni, the former prime min- 
ister and Italian media 
tycoon, is said to be consid- 
ering shedding a 13 per cent 
stake in its Mediaset TV 
group to join the partner- 
ship. Mediaset is also negoti- 
ating a separate industrial 
alliance with uirnh. 

Fininvest yesterday denied 
press reports that a decisive 
round of talks was due to 
take place in Milan over the 
New Year break. However a 
Finivest official said the 
partners hoped to complete 
the negotiations after then. 


Mr Murdoch's preliminary 
agreement to acquire from 
Telecom Italia up to 80 per 
cent of its Stream digital TV 
venture yesterday boosted 
the privatised telecommuni- 
cations group’s shares by 
more than 3 per cent on the 
Milan stock exchange. 

The agreement with Mr 
Murdoch appeared to con- 
firm the commitment of 
Franco Bernabe. Telecom 
Italia’s new chief executive, 
to refocus the group on its 
core telecommunications 
businesses. Telecom Italia 
plans to retain a 20 per cent 
stake In the digital TV ven- 
ture to maintain a foothold 
to new interactive communi- 
cations technologies. 

Under the preliminary 
deal with Mr Murdoch. Tele- 
com Italia would retain 
exclusive rights to provide 
Stream subscribers with new 
interactive communications 
services. However, the deal 
still hinges on Mr Murdoch's 
News Corporation securing 
the pay TV rights for Italian 
professional soccer. 

Italian press reports yes- 
terday claimed Mr Mur- 
doch's new News Corp 
Europe subsidiary, headed 
by Letizia Morattl. a former 
president of the Italian RAJ 
state broadcasting network, 
was close to securing the 
pay TV rights from a num- 
ber of Italian clubs including 
Roma, Lazio, Parma, Samp- 
doria of Genoa and Fioren- 
tina, the leader in the Serie 
“A” league. 
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BOND FUTURES AND OPTIONS 
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ACROSS 

1 Winger prevaricates even 
before disagreement (5,7) 

10 He interrupts clerk - he is 
upset (7) 

11 Sounds like one who swin- 
dles a sprinter (7) 

12 Oriental artist accompan- 
ied by patron of the arts (5) 

13 Kentish soldier in Slough 
renders Psalm 51 (8) 

15 Small creature revealed by 
joiner in the grass (4.6) 

16 US president in the back- 
woods (4) 

18 What do you say about a 
cent for every one (4) 

20 Doctor’s right to carry fish 
in old vehicle (10) 

22 Plant in jar. grew (8) 

24 Throw to the ground (5) 

26 Al. put in disarray concern- 
ing wedding (7) 

27 Hide a bit of earthenware 
among the soapsuds (7) 

28 A certain “barbarian" 
enters Into the fun of a 
motor rally (8,4) 


DOWN 

2 Tether mad canine - about 
an hour (7) 

3 Account raised on German 
town's burial ground (8) 

4 When getting up. Archer is 
touchy (4) 

5 Famous Greek dares some- 
how to collect a toll (10) 

6 Always rising to receive 
English steward (5) 

7 Perrier sustains engineer 
and painter (7) 

8 Its distressing to an ani- 
mal's auditory senses (13) 

9 Agricultural workers listen 
for predator of the deep 
(45) 

14 Purgative stops meals 
being digested (5.5) 

17 Beat with cat-o'-nine- tails 
causing injury (8) 

19 Prepare to lire a hole in old 
sports centre (7) 

21 Rose wall retained a longing 
far the cookhouse (7) 

23 "Lift the beams" we’re told 

(5) 

25 Disparagement from a 
breeder who keeps lurchers 
(4) 


Solution to the Christinas Crossword on Saturday January 
9. 

Solution to yesterday’s prize puzzle on Monday January n. 
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anglogold 

AngloGold Limited 

(Tncorpomed to tbe RepubBc of South Africa) 
(Registration number 05/17354/96} 

■ (“AngloGoIcT) 


The acquisition by AngloGold of the gold interests of Minorco 


Introduction 

Further to the cautionary announcement of 7 December 1998, members of AngioGoId are advised that 
AngloGold will, subject to the conditions precedent set out below, acquire the gold interests of Minorco 
with effect from 31 December 1998 ("the acquisition")- The purchase price is US$550 million, which is 
subject to adjustment as set out below. ( 

Rationale for tbe acquisition 

AngioGoId has a dearly defined strategy for global diversification. The acquisition will diversify both the 
AngioGoId asset base and its mining risk profile. Instead of AngloGold’s operations being confined to three 
countries In Africa, they will now be located in six countries on three continents. ^ 

The mining assets to be acquired meet AngloGold’s acquisition criteria: 

* a low cash cost profile (below US$200 per ounce); 

• the potential to expand, while adding around some 800 000 ounces of gold to the current gold production 
profile; and 

* remaining life of more than five years. 

On the technical front, the acquisition gives AngioGoId increased exposure to open pit and 
shallow underground mining. AngioGoId 's strength lies in underground mining and exploration and 
geological modelling which, together with its purely gold focus, will enable the company to add value 
to the assets acquired. 

This additional value should be generated partially by funding and managing a focused exploration 
programme This should result in a complete geological model to identify new resources and to enable the 
optimal extraction of existing orebodies. The addition of a managed hedging and market- development 
programme provides further opportunity to add value to the assets. 

Nature of the gold interests of Minorco 

Minorco ’s gold interests comprise mines in North and South America and gold exploration and interests, 
including: 

• The whollyowned Independence Mining Company incorporating; 

• Pikes Peak Mining Company, which owns 66,7% of the Cripple Creek and Victor Mine, in the Cripple 
Creek mining district, south west of Colorado Springs, Colorado, USA. 

■ 70% of Jerri tt Canyon Joint Venture, north west of the town of Elko, Nevada, USA. 

* 50% of Serra Grande, near the town of Crixas, Brazil. 

• 100% of Morro Velho near the city of Belo Horizonte, Brazil. 

• 46,25% of Cerro Vanguardia, in Patagonia in the south of Argentina. 

Consideration 

The purchase price for the acquisition is US$550 million, equivalent to R3 259 million (using the noon 
buying rate as quoted by the Federal Reserve Bank of New York on 23 December 1998 of US$1=R5.9250). 
This price will be adjusted by any third party debt attributable to Minorco’s holding in these interests, by 
the value of net current assets, both as at 31 December 1998, and to the extent that any preemption rights 
held by the joint venture partners In Cerro Vanguardia are exercised. 

It is expected that the purchase price reduction could be of the order of US$50 million. 

The consideration will be funded by a syndicated bark loan totalling US$350 million and cash from the 
company's resources. 

Financial effects 

The financial effects of the acquisition on the earnings per ordinary share of AngioGoId for the year 
ended 31 December 1997 and the net asset value per ordinary share of AngioGoId as at 31 December 1997, 
based on the assumptions that the acquisition had been effective from 1 January 1997, are as set out in 
the table below. 

The figures in tills table are based on the consolidated pro forma income statement and balance sheet pre- 
pared In line with International Accounting Standards for the circular to members of AngioGoId dated 6 May 
1998. These figures are for the enlarged AngioGoId and using the enlarged capital (97 587 266 ordinary shares 
in issue). This circular, a copy of which will be made available for inspection, provides the best information 
available for these purposes. 

Before After Percentage 

the acquisition the acquisition increase/(decrease) 

Earnings per share* US$2.00 US$1.90 (5%) 

Net asset value per share US$30.28 US$33.22 10% 

* • Cripple Creek only readied full production in 1997 

• Excludes Cerro Vanguardia which came into production in 1998 

Related party 

In terms of the Listings Requirements of the Johannesburg Stock Exchange (“JSE"), the acquisition is a 
"related party” transaction and Anglo American Corporation of South Africa Limited CMC") is the related 
party concerned. The consequence of this is that AAC may not be taken into account in determining the 
quorum for the purposes of the ordinary resolution which will be proposed at the general meeting to 
approve the acquisition. In addition, to be effective, the ordinary resolution will have to be passed by a 
simple majority of the members, other than AAC and Its associates, present in person or by proxy and 
voting at the general meeting. 

Conditions precedent 

The acquisition is conditional, inter alia, on the following conditions precedent: 

(a) the prim* approval of the acquisition by ordinary resolution of AngioGoId members; and 

(b) regulatory approvals, Including that of the South African Reserve Bank. 

Documentation 

An independent technical advisor’s report on the assets being acquired from Minorco, is being prepared by 
Steffen Robertson and Kirsten (United States) Inc. A circular, containing the above technical advisor's 
report and which is subject to the approval of the JSE, giving details of the acquisition and containing a 
notice of a general meeting of AngioGoId members, Is being prepared and will be posted on or about 
31 December 1998. 
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Barclays predicts fall 
in home loan volumes 


By Christopher Banm-Hanes 


Homeowners in the UK can 

look forward to lower mort- 
gage costs and a stable boos- 
ing mar ket in 1999 but lend- 
ers face the prospect of 
reduced loan volumes, ac- 
cording to Barclays Mort- 
gages. 

It says base rates could Call 
below 5 per emit, dragging 
lenders' main, mortgage 
rates down to about 6 per 
cent, compared with tbe 7.7 
per emit typical today. 

But there will be little, if 
any, growth In gross lending 
volumes and a fall in net 
lending is likely, tbe bank 
believes. This suggests 
another year of intense com- 
petition, exacerbated by a 
possible squeeze in mar gins, 
lies ahead for tbe main mort- 
gage banks and building 
societies. 

Barclays says economic 
slowdown win create a diffi- 
cult background for the 
bousing market in 1999, but 
buyer confidence is likely to 
rise as interest rates fall. 
“Homebuying activity is 
likely to be maintained at 


modest levels supported by 
falling mortgage rates and 
house price increases just 
above tbe rate of. inflation," 
it believes. 

Despite the recovery in 
house prices in the last two 
years, transaction levels 
have remained sluggish. 
This has brought a surge in 
competition between lend- 
ers, resulting in keenly 
priced offers to new custom- 
ers and a sharp rise in 
remortgaging, where mar- 
gins are typically thinner. 

Barclays expects remort- 
gaging activity to remain 
strong next year, peaking at 
about a third of gross mort- 
gage lending. 

Competition in the market 
has been increased by- the 
determination of -the remain- 
ing building societies to 
demonstrate the advantages 
of mutuality over bank sta- 
tus. 

In addition. new 
operations such as Standard 
Life Bank ami Egg, a direct 
banking arm of tbe Pruden- 
tial, have entered tbe market 
with extremely competitive 
rates. So far margins have 


tended to drift downwards, 
rather than plunge sharply. 

Some pundits believe 
mortgage rates may have to 
be kept artificially high in a 
low-interest, environment, to 
ensure savers - who out- 
number borrowers - con-; 
tinue to receive reasonable 
returns on their Invest- 
ments. They -also believe 
lenders may try to protect 
their margins to offset the 
impact of a likely rise in 
defaults during a slowdown. 

Jim Chadwick, Barclays 
Mortgages' marketing .direc- 
tor, said: “There seems to be 
no sign of either boom or 
bust in mortgage lendi n g or 
the bousing market. Lending 
is now at its most stable for 
a number rtf years." Barclays 
said 42 per cent of consum- 
ers expected their homes to 
increase in value over the 
next 12' months, against 51 
per cent this time last year. 

Nationwide, the UK’s big- 
gest building society, has 
forecast a 3 per cent rise In 
house prices next year, with 
sales static at about 1.3m. In 
1998, prices rose by about 7 
per cent 
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Capital punishment might 
follow Lloyd’s revolution 


Insurance market 
investment vehicles 
a 


A spate of deals in the 
past few months at 
Lloyd's has underfilled 
the rapid march in the insur- 
ance market towards the 
dominance of corporate capi- 
tal and the growing presence 
of overseas groups - particu- 
larly large US and Bermu- 
dan companies. 

In June. Bermuda-based 
Ace bought Charman Under- 
writing, one of the most 
profitable- underwriting 
agencies at Lloyd's, for 
£315m (E526m) in a deal that 
gave it control over 9.3 per 
cent of the London market’s value. Things started to 1995. The agency has also 

capacity. change after an amendment placed loss warnings on 32 ; 

November saw the arrival to Lloyd's - regulations per cent of the syndicates 

of Warren Buffett, tbe bil- allowed capital providers to writing in 1998 and 30 per 

lionaire US investor, as Gen- take a stake - and later cent of those writing in 1999. 

eral Re paid about £100m for wholly own - the agencies Mark Hewlett, managing a 

DP Mann, one of tbe largest that manage underwriting director of Moody’s Euro- 

remaining independent syndicates. pean property, casualty and 

Lloyd's agencies. Berkshire Nicholas Johnson, an ana- reinsurance division, said: , ' 
Hathaway, Mr- Buffett's lyst with Raphael Zorn Hem- “Unfortunately we do not j 

investment group, acquired sley, the stockbroker, said foresee any Immediate ; 

General Re, the largest US these deals allowed the com- improvement in insurance • 

reinsurer, for $22bn in June, bined operations to cut costs rates for most business das- 1 

As well as these high-pro- and align their capital more ses, a key determinant of j 

file transactions, there has closely with the better qual- profitability, due to the large , 

been a steady stream of ' ity syndicates. The compa- amounts of excess capital - i 

deals in which corporate Dies could also then hope to remaining in world insur- 1 

capital providers have be valued as integrated ance markets." ' 

aligned themselves with insurers, and not just pas- Mr Johnson predicted that 
Lloyd's managing agencies sive Investors/ This change there would be more oonsoU- i 

to form a nascent group of in status explains the out- elation among Lloyd's quoted 1 

integrated insurance compa- . performance of the I*T All- vehicles. “There are too 1 

nies. Share by an index compris- many companies for a sector 

Following the financial cri- lug Lloyd's vehicles, which with a market capitalisation 
sis that brought it to the are now mainly - but not of £2L3bn,” he said. “Inves- 
brink of collapse in the early solely - integrated insurance tors will tend to favour the 
1990s, the restructuring of businesses. The outperform- bigger companies." 

Lloyd's brought in corporate ance accelerated earlier this He also believes the pro- 
investors in 1994 to replace year as Investors finally cess of consolidation could 

the dwindling band of grasped that these compa- result in some of the existing 

Names, the individuals cries should carry a potential quoted companies being 

whose wealth traditionally consolidation premium! Sen- taken private. Lloyd's 

supported the market. Since timent was also buoyed by vehicles could prove partieu- 

then, more than £3bn of cor- the fact that their results larly attractive to Bermudan 

porate capital has flowed were still reflecting earlier, companies that are seeking - 

into Lloyd's, supporting 60 profitable underwriting new areas for ex pansio n and 
per cent of the market’s years. . could use Lloyd's name and 

underwriting capacity of But sentiment since then trading licences, which cover 
more than £iobn. has cooled markedly - more than GO countries. 

Next year, the proportion partly as a result of recent The perils of current trad- 
of capacity supported by cor- stock market turbulence, but lng conditions were high- 

porates could Teach 75 per mainly because of a growing ' lighted this month when 

cent. Meanwhile, only 64300 realisation that underwrit- Cox, the fast-growing Lloyd’s 

Names participated in the ing conditions are very insurer, issued a profit wam- 

market this year, compared tough and will be for the ing- and saw its share price 

with a peak of 34,000 a foreseeable future. drop 45 per cent 

decade ago, and next year Moody's, the cretfit rating Mr Johnson said: “In the 
the figure is expected to fall agency, recently warned that long term, people like War- 
to about 5,000. mounting losses and testing ren Buffett and other lnsur- 

Yet these corporate inves- marketing conditions had ers see these businesses as 

tors have enjoyed mixed for- worsened the profit outlook valuable, but current under- 
times - at least in stock for syndicates trading at writing conditions create a 

market terms. More than a Lloyd's. It said the forecast difficult environment. People 

dozen Investment vehicles was now for a profit of just should be in no doubt about 

were launched in 1994, but 1.4 per cent of tbe market’s how difficult the 1998 and 

they tended to be rated as underwriting capacity in 1999 underwriting years 

investment trusts and traded 1999. compared with the 12.1 already are and are going to 

at close to their net asset per cent return recorded in be.” 


should prepare for 
rough ride, writes 

Andrew Bolger 
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24 December 1998 
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We want your 
business. 


For more information on Businesses For Sole / Businesses Wanted / Business Software i 
Business Opportunities / Minding your own Business please calf: 

Tel: +44 171 S73 4874 Fox: +44 171 873 30S4 
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INSIDE® TRACK 


MANAGEME NT PR ODUCT STANDARDS 


New-style quality 
is just a fiddle 


Old-style excellence got a bad name, says Tony 
Jackson. The aim should be provide a product 
consistently and make it the best you can 




M [Wel offer our 
customers*, said the UK 
retailer “Marks and Spen- 


way of saving a few nickels by 
hollowing It out 
Wind the tape on SO years or 


iw inci tnnnti 1 — , on oo years or 

cer kist month when warning erf so. and a different picture 
falling oraflts . . p , e 


falling profits, “attractive prices 
and unbeatable quality. " 

One does not want to pick on 
poor old M&S, which is going 
through a rough patch these 
days. But the term “quality* is 
one of the most abused in the 
business lexicon. What exactly 
does it mean? 


emerges. Around 1970, legend has 
it, a group of investment analysts 
visited a world-famous UK engi- 
neering company. 

They posed the usual questions 
of their trade: about margins , 
stock turns, balance sheet ratios 
and so- forth. 

The company's executives 


, , * a vAecuuves 

our grandparents would have seemed honestly puzzled. They 


been in no doubt. Quality meant did not see the relevance of all 
excellence: a thing was the best this, the> said. Their products 
of its kind, and that was that A were the finest in the world. Why 
Strath varius violin had quality, a all this nit-packing about' num- 
tinker's fiddle did not bers? •• -• 

In the business world, however. Rolls-Royce, the company in 
the word has acquired an unre- question, duly went bust in 1973, 
cognisably different meaning. As The trouble about old-style qukl- 
defined by the American statisti- Hy, it seemed, was that it part 
clan W Edwards Deming some 60 dered to the worst w-nri of supply- 
years ago, quality monne cons is- driven management 
tency, a lack of defects. The engineers would maim the 

As such, it has no connection . ; 

with the first meaning at all. 

Take the ultimate expression of Artists may produce 
business quality these days, the 

so-called Six Sigma programme, masterpieces. The 
This aims to reduce defects to the 

improbably small level of 3.4 job Of Companies 
parts per million. 

But a defect means only a Was to please 
result lying outside a specified 
range. The product can still be the market 

rubbish, but it must be consist- ’ 

ent rubbish. As someone puts it 

in the Spice Girls’ film Spice product to the highest p< 

| World , “that was perfect, girls, standard and price it accorc 
without actually being any If the public were Phil 
good”, enough to turn it down, so 

Whatever happened to the first the worse for the public, 
definition? Shortly before the And so old-style quality 
first world war, the US journalist bad name in business arc 
Negley Parson visited the indus- was all very well for art] 
trial heart of Britain. What produce uncompromising n 
struck him. he wrote, was the pieces. The job of companii 
almost arrogant display of qua!- to please the market 
ity. A brass column or banister Further damage was do 
would be solid brass. In America, the rise of Japan. When Jag 
someone would have devised a cars, toys and television set 


was to please 
the market 


product to the highest possible 
standard and price it accordingly. 
If the public were Philistine 
enough to turn it. down, so much 
the worse for the public. 

And so old-style quality got a 
bad naiTift in business circles. It 
was all very well for artists to 
produce uncompromising master- 
pieces. The job of companies was 
to please the market 

Further damage was done by 
the rise of Japan. When Japanese 
cars, toys and television sets first 


reached the market in the US and 
UK, local manufacturers dis- 
missed them as cheap trash. 

Initially. so they were. But 
under the teaching of Edward 
Deming, the Japanese were learn- 
ing about the second definition of 
quality. 

It then began to dawn on west- 
ern customers that while Japa- 
nese cars might be tin «rn« they 
did not keep breaking down, as 
did both British and American 
cars. 

In time, of course, Japanese 
cars stopped being tin cans, and 
became stylish arid comfortable 
vehicles instead. That is, they 
achieved old-style quality as weR 
As western manufacturers dis- 
covered to their cost, that was in 
some respects the easy bit New- 
style quality was harder. 

At this point, let us go back to 
M&S. We can imagine its execu- 
tives getting restive by how. - 
After all, they would not claim to 
sell the world’s best suits or 
boeuf stroganoff: for that, yon 
would go to Saville Row or a 
three-star restaurant ' 

But neither would they accept 
that their q ualit y lies in mere 
consistency. One would expect a 
pair of MAS <hn«i or knickers to 
be the stated size, and to be effi- 
ciently cut and stitched. But one 
would also expect them to look 
and feel nice: to exhibit, in other 
words, a degree of quality in the 
older sense. 

Thus quality acquires over- 
tones of a third meaning: that of 
value for money. This is not an 
absolute concept If I am selling a 
badly-pressed CD of unpopular 
songs from the 1960s. I do not 
confer quality on it merely 'by 
gnmiring it is Cheaper than an y 
comparable CD. TO qualify for 
this meaning, the article must be 
of a certain standard; and it 
should convey a sense, not of out- 
right cheapness, hut of being sold 
at a fair price. 

Even so. this is slippery 
ground. The US fast foods group 
McDonald's, for instance, talks of 



its “high quality food*. 

But at 99c or 99p, its hamburg- 
ers are as close to absolute cheap- 
ness as any inhabitant of the 
developed world could reason- 
ably desire. • 

They are also highly consist- 
ent Eat a McDonald’s anywhere 
around the world, and the result 
wifi be roughly similar - a logis- 
tical feat which is not be to be 
sneered at 

But as anyone who has eaten a 
really good American hamburger 


can attest a McDonald’s is also a 
long way from quality in the 
original sense. At best it is a 
statistical Six Sigma job, with 
standard fries on the side. 

McDonald’s, like M&S. has had 
its ups and downs in the past 
year or two. Perhaps what is 
needed here is a slightly different 
view of quality: one which aims 
at consistency, but at the same 
time tries to achieve an old-fash- 
ioned type of excellence. 

When Negley Farson was in 


Britain all those years ago. he 
worked briefly as a salesman for 
a Manchester engineering com- 
pany which claimed to make the 
best chain in the world. When he 
received an inquiry from a pro- 
spective US customer, he 
instructed the works - In the 
usual American way - to make 
up a special sample. 

Hie boss promptly appeared in 
Mr Parson's office, “half out of 
his mind with rage”, and banged 
the offending sample on the desk. 


“Every foot of my chain”, he 
shouted, “is just as good as every 
other foot”. 

Doubtless the company in 
question went bust in its turn. 
But Mr Fhrson's boss was ahead 
of his time. Find out what people 
want and provide it consistently: 
but at the same time, make it the 
best you can. 

It sounds a tall order. But in 
today’s markets, customers are in 
charge. And why sboiild they 
accept any less?- 
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Dealing a share of reality 


-V 1 


Peter John on a PC-based stock market simulator game that combines 
genuine scenarios and bolted-on video clips 


Sharing the forifa: de.FAty with Ms ganw Wall Street Trader David Ahmad Mr d 

MANAGEMENT TEAM-BUILDI NG, ” 

Fragging at 
the Cyber Cafe 


■Rjfl Buy. . . sell. . . hold — 
Rm . . dick.' Real financial 
■Mil markets may be scary 
gnmig b, but virtual markets «>n 
be even more frightening. 

Jean Marc de Fdty. a French- 
man and former stock broker, 
has used his five years experi- 
ence with Paribas and CSFB to 
meld global financial markets 
into Wall Street Trader ; which is 
claimed to be the world’s first 
PC-based stock market simulator. 

With ex-management consul- 
tant Jean-Christophe Marquis, 
Mr de Ffety has taken a range of 


. ^Richard Donkin asks whether computer battle 
£rgames are a valuable tool in developing modem 
/ business skills or just a way of letting off steam 


m 


The room had a red flag 
on one side and a blue 


founder of Cybernetic Produc- 
tions. the organisers of this cor- 


on one sure ana « uiue - -- 

flag on the other. Sitting porate gaming event, believes so. 
^ uu w. * . •nffaVo tr y ing to civs oeoule an 



at the computer screens with bot- 
tles of Rolling Rock lager placed 
strategically by their keyboards 
were young besuited men and a 
woman from Fleming Life. Flem- 
ing's pooled pension busi ne ss. 

Not that the on-screen charac- 
ters they were manipulating with 
joysticks were going to need a 
pension. The average lifespan of 
their virtual warriors was proba- 
bly no more than . 20 seconds 
before they were blasted into 
Moody chunks by a colleague. 

We were playing Quake a a 
game that involves flat-headed, 
square-jawed hulks, carrying 
large weapons, blasting each 
other as they roam corridors mid 
rooms. In this setting at the 
Shnofn Surf Cyber Cafe in. New 
Oxford Street; London, the com- 


]A/1UU> y* * — — — 

“We're trying to give people an 
en tertaining time but we’re also 
toprhing them a lesson through 
osmosis; that they need to talk to 
each other,” he says. 

• Mr Flanagan became attracted 
to the power of computer games 
in the workplace when he 

*We’re trying to 
entertain people but 
we’re also teaching 
them. they need to 
talk to each other’ 

worked at JJ. Morgan and Citi- 


rwforri Street: London, tne .com- - — - „ - - _ 

puters were networked, allowing bank. t0 

players to form teams and engage early and sta^ lateto piay 
battles with each other. Our ^ ^ some deali^romns^ . 
sulitarv woman, Helen, wee pto ms causing 
transformed on serwntato a taU .lms._ JL 
‘and lissome, mean-feced domma, , Doom 

trix with a pon> tail. .. of pressure it was 

We had minroptoaesaid^' JSr eys tern.. 


sets but the conversation did not 

amount to much more than the 
odd cheer al an opponent s 
demise. This is- play in a moral 
vacuum, careless and carefree. 
Can it mate any possible contri- 
bution to the way people do their 
daily Jobs? Paul Flanagan, 




placing on the computer system. 
Devotees of Quake H have devel- 
oped a language that borrows 
party from computer tennlnM- 
ogy and partly from the US mili- 
tary Killing an opponent is 
Sued “fragging”- This h^eefr 

oes of the m anagem e nt practice 


genuine market scenarios and 
bolted on the kind of video dips 
that one would expect to find on 
Tomb Raider. 

■ Their company - Monte Cristo 
Multimedia - has analysed 55 of 
the world's biggest stocks, as 
well as the impact of the G7 cur- 
rencies, the oil market and the. 
price of gold. Finally, it has fac- 
.tored in the effect of 400 market- 
moving stories from the past few 
years. ■ 

There are news stories from a 
pink paper called The F inancial 
Drive as well as tips from dis- 


tinctly shady “insiders". 

“The public does not want to 
read a heavy book of mathemati- 
cal formulas.” says Mr de F&ty. 
“Our main ambition is not only 
to let people have entertainment 
but also make people realise that 
inflation has an influence on 
interest rates, which have an 
influence on employment, which 
has an influence on growth, 
which has an influence on policy 
etcetera.” 

The formula appears to be 
working. The game has achieved 
break-even sales of 50.000 on the 


continent and has just launched 
in the UK. It has also received 
the seal of approval from the 
French Ministry of Education. 

Nick Morgan. 14-year-old son of 
an FT stock market specialist, 
points out that the game is not as 
complicated as real life; but nei- 
ther can you lose millions of real 
pounds. 

With the prospect of Airther 
heavy restructuring in the’ real 
City next year, many brokers 
•must be wishing they too could 
spend their time in a virtual 
world, hobnobbing with charac- 
ters such as Lord Fleming, the 
“billionaire and renowned invest- 
ment wizard”. 


of - downsizing in the US 
Marines, to “frag” means to kill 
one of your own people. 

Id our game everyone seemed 
to loll everyone else constantly. 
The successful tactic is to keep 
moving, firing from the hip - 
again, familiar in management. 

But was anyone learning any- 
thing? Not at that stage, apart 
from, the various moves and 
weapons capabilities. The learn- 
ing is supposed to come later 
when players are divided into 
teams and given the objective of 
capturing their opponents’ flag. 
This is when a leader emerges 
and everyone begins to work as a 
unit with a single aim. 

“Out of the mayhem of explo- 
sions, machine gun fire, base 
assaults and individual heroism, 
the team which communicates 
best will dominate.” says the 
Cybernetic Productions blurb. 
The implication is dear - no one 
talks to each other at work any 
more, so they can learn how to 
socialise again by sitting in front 
of television screens blasting 
each Other to pieces. 

The US Marines has used such 
games for training. But then its 
job really is to kill people. The 
main attraction for City traders 
seems to be corporate entertain- 
ment ami out of hours bonding. 

So is it worth it? If you enjoyed 
the paintball craze that swept the 
UK same years ago you might get 
something out of iL There is no 
fresh air hut it. is cheaper and 
dose to tire office. But then so 
are darts and dominoes. 
Cybernetic Productions, tel 44171 
223 3618 




MaBbndng clever 

IT COMMUNICATIONS 

Mailbox 
delivers 
24 hours 
a day 

P The days of the computer 
modem may be numbered 
with the advent of the 
TixJ-Mail Box, a new communica- 
tion device which automatically 
sends and receives messages 
whether the computer is 
switched on or not 
Effectively an electronic mail- 
box for use in a home office or 
networked business, the unit can 
send and receive messages 24 
hours a day. It is claimed to be 
the first device which can oper- 
ate independently of toe internet, 
ensuring high levels of protection 
for networks, PCs and individual 
messages. 

Unlike standard modems, the 
product will store fax and e-mail 
messages before it sends or trans- 
fers them, putting a barrier 
between the PC and the tele- 
phone network. Once up and run- 
ning. toe mailbox automatically 
picks up the user's fax and e-mail 
messages and can also be set to 
send messages at any time in the 
future. Lights on the unit indi- 
cate when there are messages 

waiting. 

With a base memory of 2MB, 
the mailbox will store up to 1,000 
e-mails or around 100 fax pages 
at any one time. All information 

sent from the Tbd-Mail Box is 
compressed, helping to reduce 
running costs and increase com- 
munication speeds by up to 100 
times those of conventional fax 


TixLCom. the German com- 
pany which is behind the launch, 
says the mailbox will help cut 
costs and improve communica- 
tions among all types of user. 
Typical candidates, according to 
the company, range from the 
home worker or small company 
r unning a local area network to 
larger, multi-site operations 
where there may be a need to 
communicate at all hours of the 
day and night 
imow.ttci.com 


Battle fiekt computer games may be a useful workplace teaching tool 


David Ahmed ! N(Ck CottaiTI 
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Upbeat Daimler powers ahead 


FT SYNTHETIC EURO RATES 


HJROPEAN O VERVIE W 

By Jeffrey Brown 


European equity markets 
moved higher yesterday as 
investors returned from 
Christmas break in a posi- 
tive mood. Although London 
was closed and trading lev- 
els elsewhere were season- 
ally thin, all the main indi- 
ces gained ground. 

The FTSE Eurotop 100 
index finished the day with a 
gain of 14£3 to 2,734.38 while 
the more broadly based 
FTSE Eurotop 300 index 
ended at 1.16&57, a rise of 
830. 

There was an equally posi- 


tive performance from the 
FTSE Ebloc 100 index, which 
tracks the shares of the larg- 
est companies from coun- 
tries due to join the eco- 
nomic and monetary union 
next month. It improved 
10.72 to 998.77. 

Motors were In the thick 
of the action following 
upbeat comments by the 
management of German car 
giant DaimlerChrysler. Auto- 
mobiles rose 3.55 per cent, 
largely on the back of a 
steep gain for DaimlerChrys- 
ler, which predicted profits 
would be significantly 
higher in 1999. 

Other sectors to sparkle 
included diversified indus- 


tries, which rose 2.13 per 
cent, and information tech- 
nology, where the gains 
extended to 4.62 per cent. 
Gas distribution rose 2 j 45 per 
cent, buoyed mostly by a 
Spanish leader Gas Natural 

The telecommunications 
sector, up 0J51 per cent, man- 
aged to absorb a flurry of 
selling, notably among Ger- 
man telecoms stocks, which 
lost ground an competition 
concerns. Both France Tele- 
com and Deutsche Telekom 
were weak. 

The day's broad movement 
will take comfort from one of 
the first broker publications 
- from Salomon Smith Bar- 
ney - to take a specific 


approach to the euro-zone, 
the world’s second largest 
equity market with 17 per 
cent of global capitalisation. 

Salomon expects the new 
region, which contains 
almost a quarter of the 
world’s leading 200 compa- 
nies, to "get off to a flying 
start next year", partly 
through technical reasons 
associated with pent-up 
demand. 

Yet the broker sees 9 per 
cent fundamental upside, 
and says strong demand 
could ftiel much bigger 
gains, ft picks finanrials and 
secular sectors like technol- 
ogy, media and drugs as the ' 
likely winners In 1999. 
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The Republic of Italy 
US$500,000,000 
Floating Rate Notes due 2000 


Standard & Chartered 


In Btxordamx with the provisioDs of the Notes, Dtxia; is hereby 
given chat for ibe Interest Period from 29th December, 1998 to 
29th Jtme, 1999 the Notes will cany an interest rate of 5.1 8^5% 
per. annum. The interest payable on the relevant interest 
payment date, 29th June, 1999 will be U5S 262.26 per 
USSIOJXX) Note aad USS 6,556.42 per U5$250fl00 Note. 


Standard Chartered PLC 


(Inoorponted with Bmfad Babitty In Ehg/and) 


29A Dccenta; 1998 


SanPanlo-MIS^LA, London 
■lAflaa Bask 


£300,000,000 

Undated Primary Capital Roaring Rate Notes 
of which £150,000,000 
comprises the Initial Tranche 


To the Holden of 

CHEIL JEDANG CORPORATION 

(formeriy CHEIL FOODS & CHEMICALS INC.) 

USD 30,000^00 
ConvertSbte Bonds due Z006 


NOHCE IS HERffir GWBN thx the arm com+nkw price of KKW 20484 
pm dare Im b«n rant purunc to thaprnvUgRi of dwTrugc Dead, atoaha aa 
of Paeanbar 3 lax IWBra KHW I5 i 3S0 per dam. 

CHEIL JEDANG CORPORATION 
By: attorn* NA. 

ik Ptindpal n^kgAgtM tmd Dat*d:29 Dmembai; 1998 

Cantmian Agent 


In accordance with the Terms and Conditions of the 
Notes, notice Is hereby given thEfl for the three months 
period (90 days) from 24th December 199& to 
24th -March .1999 the Notes will cany an Interest Rate of 
6 9/16 per cent per annum. 

The interest payment date will be 24th March 1999. 
Coupon No. 55 will therefore be payable on 
24th March 1999 at £809.08 per coupon from Notes of 
£50,000 nominal and £80.91 per coupon from Notes of 
£5,000 nominal. 



J. Henry Schroder & Co. Limited - 
Agent Bank 
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SCOTTISH MUIL/AL. 
ASSURANCE PLC. 


ALPHA ASTIKA AK1NITA 
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I 0k . whole of the 


Thx Incorporated company undar (he tW* "ALPHA ASTIKA AKMTA 
AE." (43 Panepfafimfeju streist Athens 105 64), in Us capacity as 
apecW liquidator of the fncorporstad company under title 
*VK3K8UL AE.VE. SIDERE ft GEOfiOtOS SAPOUNAS" with 
head offices n Larissa, fith km of the L*ta»-S)taurion highway; 
Prefecture uT Larissa, by virtue of the provision of article 46a, Law 
18921990 which was added to tiw prox Wu n of arfda 14, Law 
20O7S91 as moeffetf and appAcobia. and of Judgement No. 
931/19% ot the Larissa Court of Appeal 
INVITES toi into re ato d paries to dectoe' their Intoraat tor the 
pucfaaaa of the toU resets of "VKXERAL AJE.V£. SI DERG & 
GH3RGJ0S SAPOUNAS”, a comp a ny having as Bs otajadiw lie 
axptoitafion of a Se-worte factory started on the 6tfi hmofthi 
Lsriasa-SyfeDurion. highway, Plefectura of Larissa, fay submitting 
wffiitnj term of twenty (20) days tram the presort pubficaflon, a 
norvbindng dedarobon oi interest in wrfting. 

Tbs aasets of Ow company under IqUkiaSon indude a ftfy equipped 
tarworks toctory sUuated ai the tth Km of the Larissa-Sytafton 
highway, Prefectwe oi Lsrisoa and too attendant land sftee. 

Tha tactoiy consists ot office hustings, Industrial sfttwnrehoure- 
stwds and andtary hAtrigs in the sumunding area, covering a 
Mat arm of 31 fiS7M sqjn, ft*y equipped wffii both movaUa and 
iwnowbte acMpmert and other special Insbffiailhiiis^ndrucSons 
ml landscaping works serving the openAmal requhamants and 
secular of Vie industrial unit Tba above complex haa been aredad 
on * rta-eowrim a total of approx 188^92.00 sqm 
AI parties wishing to dedare thafr interast and receive a (totaled 
oitor n iamormfcimoraddHksiriintonnBBon.areldndfirrBi t iieBWftp 
apply to - 'ALPHA ASTIKA ABNITA AJE.” (Mr. Christoe S. 
AgattMptxriKiftoGaofisinmA. Chri3*vaota^43 Panapctfrnkiu 
sheet 105 64 Athens, tot Nm 328 6111, 328 6110. flax No: 326 
6118). 
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Dollar drifts down 


CURRENCIES & MONEY 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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"h » 


By Robert Chats, 
Economics Editor 
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. The US dollar dropped back 
from the overnight highs it 
reached in Tokyo yesterday, 
with a holiday in the UK and 
the impending launch of 
Europe’s single currency 
contributing to a lifeless 
day’s trading. 

Commercial demand 
pushed the dollar above Y117 
in Tokyo, with analysts 
attributing some of the buy- 
ing to the setting up of fresh 
investment trusts. Japanese 
institutional investors were 
also said to be buyers. 

The dollar reached a high 
of around Y117.15. with trad- 
ers wary of testing the 
Y117-3Q high reached imme- 
diately after the US and UK 
launched their air strikes 
against Iraq. It had been 
trading at around YI16.I7 in 
late Tokyo trading on Fri- 
day, with other big markets 
shut for Christmas. 

With London on holiday, 
jhe dollar’s hopes of remain- 
ing above Y117 rested on 
“traders in New. York. They 
were dashed. Despite a rela- 


tive firm start, the US cur- 
rency drifted down to Y115.7 
hy closing time in London. 

The dollar’s fall against 
the yen was also reflected 
against the D-Mark, with the 
US currency ending 
trading hours at DMLG79 

Not even “Mr Yen”' other- 
wise known as Rianicg Sak- 
akibara, Japan's vice finance 
minister for international 
affairs, could inject lift into 
the moribund market 

In an interview with Le 
Monde, he predicted the euro 
would be a strong currency 
and that wmi¥i»aiT»^g stabil- 
ity between it, the yen and 
the dollar would be a key 
issue for 1999. He said he 
wished to discuss ways to 
stabilise the relationship 
between the euro and the 
yen with the Europeans. 

Dealers’ reluctance to take 
si g ni fi c a nt positions ahead 
of the January 4 trading 
start for the euro contrib- 
uted to the lack of activity. 
They are loath to trade in 
Europe’s so-called “legacy" 
currencies ahead of the 
launch date, fearing possible 
technical problems. . 
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EUROPEAN INVESTMENT BANK ("the Bank") 

KOTXX OF EARLY REDEMPTION TO THE HOLD BIS 

ESP 15 BN 10.125 par cent Note* due Fukzxuuy 5 , 2002 
(du * Notes >) 

NOTICE IS HEREBY GIVEN dut aDoftbeou tat a n AngNctai 
will lw te^tMEmed Iiy die Basic aa FeinnKry 5, 1999 (tke« Optional 
Redemption Drte), ptusuot to Condition a Amortizaticm do loa 
titnloa y pnao do membnla o ■ of tie Tenns and C ondgin na of tka 
Notes and the Ratal Agency Agreement dated as of Fdnuqr 3 , 

1992 . He Notes viO Jaeicdaemed at ttr pace of 100.375 par amt 
of ibeir nominal amount together with seemed mteneit to tlie 
Optional Reden^tion Date. T ntunat aLall cease to icczue on and 
from tke Optional Redemption Date. 

and aarmndsr of, teapectively. die Notea and ux ba x at coupons 
app e r t ainin g to tke Notes at the a p eg it iad office of BANCO 
ESFANOl DE CRED 1 TO, Madrid. 

EUROPEAN INVESTMENT BANK 

1Q0 , boulevard Konrad Adenauer 

U2950! 


Citicorp o 


U.S. S150.000.000 
Siknnfinated Floating Rats 
Notes Due June 2005 
Nodes fa hereby given that U» 
Rate of Interest for the period 
December 29. 1996 to June 28. 
1999 has been fixed at 6.0% snd 
that Ihe IntoraK payable on the 
relevant Interest Payment Date 
June 28, 1089, against Coupon 
No. 12 In respect cri USSSJJOO 
nominal of the Notea w* be 
USS1 SDlB 3 and In respect of 
USSIoaOOOnominelo/thfl ' 
Notes wfa be USS3.016.60. 


Global Agency and Tnast Services. 
CUbrnkNA London 
Decambar29. 1998 

CmBAMOT 


UJS. $ 750 , 000,000 


tecagnotef «hw Um/ii Eng**} 


SSUSS 


Nottca fa hereby glean aw tor riw 
afar months Erdaraet Period from 
Decanter 2& 1998 to June 29. 1999 
fl82 (fays) Ihe Note Rate has beat 
dHennined at 5*75% per annum. 
The ton* pqisbfa on toe nriewri 
internet payment date, June 
29. 18B9 nfl be US. $271.74 per 
LIS. $10*00 noreM amount 

^JSESSSf ^ 

December 20, 199S 0°““ 


NOTICE 

to the holders of the outstanding 

US$69,700,000 3% per cent. Secured 
Notes due 1999 of Q-Crystal Limited 

Notice is hereby gzvm lo holdm of the above Notes that Morgan 
Gnaranty 7Va« Company of New York, as Trustee for the 
Noteholders has entered into a Supplemental TYtat Deed dated 14 
December 1998 which removes PEkio Europe Plr (“NlkkD Earope”) 
u Swap Coantefparty kod replaces it with The Niklui Securities Co. 
lid. (^NBtha Seenritka") following the novatioo of the Swap 
Agreement dated 13 October 1995 between Q- Crystal ladled and 
Europe in fovunr of Nikko Securities on 14 December 1998. 
NilAo Europe is currendy tramfemsg ite trading book assets and is 
currently in the prates of rednen^iteespootreinboth thedebtand 
underlying derivative amrket*. The Principal Fmanoe Group 
busij«s will cootiime to operate from Nikko Enrope. 

Morgan Guaranty Trast Company 

of New York December 29, 1998 


U.S. $120,000,000 

Subordinated Fkntmg Bute Depositary 
Receipts due 2000 

issued by Bankers Trustee Company limite d 
evidencing entith-mrnt to payments of 
principal and interest on deposits 
made on 27th June, 1990 with the 
Frankfurt Branch of 

Banco di SidHa S.p.A. 

(Esoblidied in the Republic of Italy ua 
limited liability Joint Stock Company) 



BANCO di SICILIA 


For the sia month period Z9th December, 1990 ® 28th June, 1999 
d« Receipts will carry an interest rate of 5.7475% per annum with 
an interest amnunr oflLS. $2^89.72 per U5. 3100,000 Receipt. 
The relevant Interest Payment Date will be 28th June, 1999. 


Bankers Trust 
Company, London 


Agent Bank 


H 


COMPTOIRS 

MODERNES 

COMPTOIRS MODERNES has acquired 100% of LOJAS 
AMERICANA’S supermarket operations in BraziL Mostly located 
in the Sao Paulo state, these 23 stores realize net sales of around 
500 millions reals. At die beginning of 1999, 1 9 stores will rake the 
STOC banner aid 4 the CARREFOUR banner 

Already active in Spain and in Poland, COMPTOIRS MODERNES 
develops its international strategy with this ^etatirai, widt the telp 
of the CARREFOUR group. 
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To the Holders of 

KINGDOM OF SWEDEN 

(the ‘'Issuer* 1 } 

US$2,000,000,000 
Honing Rate Notes due 2001 
(the "Notes”) 

NOTICE IS hSSQY ST/&I ttet puraant w CondMeo 003 of die Now rtl 
atteousandtag Nm *M be redeemed by the knur on Fdbnary I3.I9W (die 
Hwfamprion Dn 1 ) The kauer wl redeem te Naan r ihdr Prtodpal Amuit 
tofBhn wkh leerued Inarea m toe Redemption Dag. Inanat on ihi Nom 
rtnfl cum to secriM tbnaftcr and to coupons far any wch tans nmunw 
time toe tUd m ipiton Dmb Mai be ted. Ir m p ti lwi el utertwr nr ^ ^ 
Nows vta oovpoM haw bren wnwtorcd far paynMecTbe Nows n belrr 
iwfatoiMd puram » the promom d teAisagAvmiMfai n dt 
November 27 . 1997 batmen die taw and CUtnrA NA. 

PrtndpaJ Paying Agent 
CUankNA 
JCmriatow 
London EC4Y OTh 


Bmqua Pu*«s Ltoandcut 
IQA fatltwiri Rnyrt 
L3OT9 Lumboarg 


Paying Agent 

Monw>GiMnqr’I) U tCMifM T orN»M 
*M*nu«teAm>S 
8-10401 


KINGDOM OF SWEDEN 
By: Citibank MA. 
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Rockwell Collins GPS traffic management 
systems are giving passengers greater 
efficiency and convenience. 
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Net gains for 
on-line stocks 


Daimler optimism spreads round Frankfurt 
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EUROPE 


lifts Nasdaq 




The December rally in 
technology stocks continued 
unabated yesterday morn- 
ing, lifting US share prices 
close to, or above, their 
records, writes Richard 
Waters m New York. 

The latest advance pushed 
the Nasdaq composite up 
another 22.19 or 1 per cent to 
2,185.22 by early afternoon in 
New York, taking its gain 
since the beginning of the 
month to 12 per cent. Inter- 
net stocks again led the way, 
with on-line retailers adding 
to the impressive gains 
notched up in the run-up to 
Christmas. 

Other indices recorded 
more modest gains. The Dow 
Jones Industrial Average 
rose 2&69 to 9,241, less than 
100 points from the peaks it 
hit in mid-July and late- 
November. The Stan- 
dard & Poor's 500 index 
edged up 2.5 to 1,228.77, 
another record. 

Among the big technology 
comp ani es do mina t ing the 
Nasdaq, Microsoft climbed 
Sift to $14212. while Cisco 
Systems rose another Sift to 
$95%. Intel took a breather 
after its powerful advance, 
falling back $% to $124%. 

Meanwhile, the mania for 
internet stocks continued 
unabated. The companies 


that have established them- 
selves as the blue chips of 
the new sector gained 10 per 
cent or more once again. 

Yahoo jumped $32% or 13 
per cent to $279%, while 
America Online advanced 
$13% to $l50ft and Ama- 
zon.com rose $32ft to $356%. 
The sector once again 
boasted a new “wonder 
stock" for the day - Sky- 
Mall, a retailer whose shares 
were the most actively 
traded on the Nasdaq, soar- 
ing $25ft to $38. The com- 
pany had said that its Inter- 
net sales had jumped six-fold 
this year, though they still 
only accounted for $2m of its 
$65m revenues. 

The more sedate gains 
among Dow stocks also 
reflected the technology 
boom. Hewlett-Packard rose 
$& to $68U and IBM climbed 
$lft to $189%. The biggest 
gains in the Dow were 
reserved for traditionally 
more cyclical companies. 

Caterpillar rose $1%. or 2.6 
per cent, to $44ft - though 
Shares in (tin maitw of earth- 
moving equipment are 
among- the few in the Dow to 
have lost ground this year, 
and are still more than 25 
per cent below their June 


German equities clawed 
back above the 5,000 level a s 
investors m. FRANKFURT 
returned from the Christmas 
break In upbeat mood. The 
Xetra Dax index ended 61.53 

or 1.2 per cent higher at 
5,040.15. 

The buyers stepped on 
DaimlerChryslex’s accelera- 
tor after the motor giant 
forecast significantly higher 
earnings for 19%. Sales 
growth was put at 18 per 
cent and merger synergies 
were said to be having an 
Increasingly important 
impact on trading. 

The shares jumped to 
DM167.80 before settling at 
DM166.35, up DM8455 or 52 
per cent. The improved sen- 
timent spread across the 


The FTSE Eurotop 300 Index 
rose 14.63 to 2,734.38. 
See Euro Prices page. 


motor sector as a whole. 
BMW added DM59.50 at 
DM1.31A50 and Volkswagen 
rose DM240 to DM13740. 

Telecoms, something of a 
favourite global play in 


recent sessions, came in for 
a rethink as competition 
concerns sparked selling. 
According to a weekend 
press report, Deutsche Tele- 
com, off 88 pfg at DM55.02, 
planned a further round of 
tariff cuts. Mobilcom tum- 
bled DM30 or 64 per cent to 
DM562 and Mannesmann 
came off DM7.50 at 
DM19250. 

Banks were mixed in very 
light trading volumes. Com- 
merzbank rose DM245 to 
DM52.10, but HypoVereins- 
bank lost DM4 at DM131.96. 

PARIS ended little 
changed after a session of 
minimal volume. The 
CAC-40 Index finished 0.68 
better at 3473.10 in turnover 
of just FFr44bn. 

Accor rose FFr48 to 
FFr1,188 on what brokers 
described as end-of-year 
book balancing. Software 
leader Cap Gemini was also 
in good form, improving 
FFr37 at FFr685. Alcatel 
sbed FFr17 at FFr879. 

AMSTERDAM rose 13.79 to 
1,19249 on tiie AEX index, 
lifted mostly by selective 
buying of ffnanciaig Aegon 
and Fortis Amev both rose 


BaknbiCfaqnter' 

- Stan prix and WbM merger 
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around 2 per cent, climbing 
FI 440 to FI 232 and FI 350 to 
FI 15450 respectively- 
shipping leader Nedlloyd 
was the day's hot stock, 
bouncing off recent lows in 
thin volume. The shares, 
which stood at FI 5390 in 
March, jumped FI 140 or 841 
per cent to FI 25.50. 

Jobs agencies provided a 
dash of seasonal sparkle. 
Unique rose FI 3.50 to 
FI 41.10 and Brunei FI 3.70 or 
11.5 per cent to FI 35.80. 
Rands tad gained FI 640 at 
FI 10240. 


Bid rumours got firmly 

hchtri d tmri textiles 

group Ten am ding the 

shares 19 FI 649 or 10.6 per 
cent t o FI 66. 

HELSINKI closed higher- 
for an ei ghth day after a 
share transfer by Nokia, the 
telecommunications group, 
helped push the Hex index 
to an all-time high 
The index ended 11544 or 
241 par cent up at 5,71945. 
This latest jump means it 
ha« climbed 15 per rant, since 
the dose an December 14. 
Nokia transferred. 32m 


shares from Holland to Fin- 
land, raising the prospect of 
an eventual share buy-back. 
The transaction was the big- 
gest ever on the Helsinki 
bourse. 

Nokia finished FM1850 or 
3 per cent higher at FM636. 
The stock has now risen 20 
per cent in the last eight 
days’ trading. 

Talentum, the media com- 
pany. posted its second suc- 
cessive steep rise after 
recent positive sentiment In 
the and on the bourse. 
The shares closed at FM82, 
up FM14 or 20.6 per cent 
making a cumulative 
two-day increase of 435 per 
cent 

MILAN rose sharply in an 
eventful . session during 
which M p d1 ri b? rira l the mer- 
chant bank, was suspended 
limit up. The MIbtel index 
jumped 656 or 24 per cent to 
23,720. 

Mp iUfi hawwi shares were 
shortly before the 
dose after rising 1.3,028 or 
95 per cent to L22450 on 
optimism about .the bank’s 
prospects for next year. The 
stock ended L1.703 or 84 per 
cent up at L22425. 


MADRID edged upward & 
portfolio investors tried 
r eshap e Mfling s before tfeer 
aid of the year. The general 
index ended 844 or 1 per 
cent higher at 87245. 

Investors continued to 
punish companies that feMi- 
scheduled to drop out of the 
Ibex-35 index of leading 
shares on January 1. 

Asturiana de Zinc, the nine 
producer, dropped Pta70 or 
5.6 per cent to end at 
PtalA80, while Tubacex, the 
steel tube maker, foil Ptal4 
or 4.6 per cent to Pta298. 

ZURICH made asohd gain 
in a quiet session character- " 
ised by portfolio adjustment 
by fond managers. The SMI 
index of leading shares rose 
94.7 or 15 per cent to 74S54. 

Financial stocks were 
among the strongest per- . 
formers. Credit Suisse Group ., 
put on SFrS40 or 24 pv-tagt " 
to end at SFT223.50, UBS Stafc 
SFr2 or 0.5 per cent 
SFr429 and Zurich, fin 
insurer, put on SFr29 or £& 
per cent to end at SFtlJX&. 
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Deflationary fears trigger Tokyo falls 


ASIA PACIFIC 


Elsewhere, United Tech- 
nologies was up $2ft or 24 
per cent at $109. 


Mexico City drops 
despite perky peso 


MEXICO CITY moved lower 
in early trading in spite of a 
solid start for the peso, 
where sentiment was said to 
have been buoyed by posi- 
tive hopes for the budget. 

At midsession, the bendi- 
mark IPC index was off 2248 
at 3578-46 in volumes which 
continued to reflect a sea- 
sonal absence of activity. 
“The peso's perkier, but the 


action in the share market is 
nominal," said one broker. 

SAO PAULO drifted lower 
in early trading, mlrifiprainn 
the Bovespa index was off 40 
at 7,137. 

CARACAS continued to 
gain ground. Up more than 3 
per cent over last week, the 
IBC index was a further 
41.34 ahead at 4,742.27 at 
midsession. 


Shares traded lightly in 
TOKYO in spite of Sunday’s 
confirmation by the Eco- 
nomic Planning Agency that 
Japan's economy had 
entered a deflationary spiral. 

writes Alexandra Nusbaum. 

The benchmark Nikkei 225 
Average fell 8849 or 0.6 per 
cent to 13.70946, near to its 
session low of 13,70349, after 
trading as high as 1349445. 
The weighted Nikke i 300 was 
down 045 at 214.73. The 
Topix index of all first- 
section shares lost 357 at 
1.07949. 

Volume was a mere 191m 
shares traded against 227m 
on Friday. Momentum was 
down with 606 stocks retreat- 
ing and 496 advancing. 

The rubber-products sector 
dropped 24 per emit, with 
Bridgestone down Y86 to 
Y2515 after announcing pre- 


indfcn (rebasad fe yao ferns) 








F17S&P World 


Nttsl 225 feeage 




tax profit excluding excep- 
tional for the year to 
December would fen short of 
the projected Y105bn. The cal 
and coal sector was down 2.6 
per cent with Nippon Oil 
falling Y3 to Y389. 

Sumitomo Trust and 
Banking dropped Y17 to 


close at Y302 after local 
newspapers reported that a 
loan to a real estate com- 
pany of Y744bn may not be 
recoverable. 

Tokyu Construction 
gained Y2 to Y88 after 
annnunring a restructuring 
plan that Included manage- 


ment changes, employee 
reductions and a withdrawal 
from oversees operations. 

Sony rose Y10 to 8480 and 
Toyota Motor climbed Y30 to 
Y2570. Honda dropped Y2Q 
to Y3,730 and Fuji Photo 
Film was down Y40 to 
Y4470. In Osaka, the OSE 
index foil 47 to 14457. 

HONG KONG moved lower 
an futures-related selling. At 
HK$14bn v t u rnover was the 
lowest for a single day since 
January 1994. The Hang 
Seng index ended off 122.06 
or 14 per cent at 10JL70.14. 

HSBC lost HK$4 at HKM95 
and Cheung Kong fell 
HE314S to HK356.75. China 
Telecom pushed higher, 
a rlHtng 15 cents to HK$134a 
Guoco was the day’s most 
active stock, jumping 70 
cents or 54 per cent to 
HK31840 on news of a 
HKJ22Qm dis posal. Red rhips 
gave up 14 per cent 


TAIPEI was the heaviest 
Asian casualty, shding 20145 
or 3 per cent to 6,481.65 on 
the weighted index. Heavy- 
weight electronics, hit lately 
•by reduced earnings esti- 
mates. led the way down. 
Acer Ml T$140 or 4.7 per 
cent to T33640 and Micro- 
electronics lost T$1.80 at 
T$405Q. 

; BOMBAY ended sharply 
higher on speculative buy- 
ing. The Bombay exchange 
index of leading shar es rose 
8.1 per cent or 90.77 at 
3,05442. Dealers said inves- 
tors were anticipating a new 
year rise in infidws from for- 
eign funds. 

Software companies per- 
formed strongly. Pentafour 
Software and Exports. 
Aptech, Satyam -Computer 
Services, Leading Edge 
Systems and Digital Equip- 
ment all posted rises dose to 
the upper limit of 8 per cent. 


Rate talk 
boost for 
Jo’burg 


SOUTH AFRICA 


Talk of lower interest rates 
pushed shares in Johannes- 
burg smartly higher, lifting^ 
the broad market 24 per 4 -* 
emit with the all share index s 

up 109.1 at 55475. 

This represented the best 
closing level since early 
December, with investor sen- 
timent boosted by daily 
dedine8 for the central 
hank’s repo rate. 

Rand weakness has kept 
money markets high in 
recent months, but specula- 
tion yesterday suggested an - 
official downward nudge for 
rates could come early In the 
new year. 

Industrials added 24 per. 
cent to 5,7934 and ftnanrlrila 
were also upbeat. 
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NOMURA GLOBAL FUND 


Soddtd d'lrwestissement d Capital triable 
Registered office: 6 Avenue Emile Reuter, L-2420 Luxembourg 
R.C Luxembourg B-31 127 


NOTICE OF A SECOND EXTRAORDINARY GENERAL 
MEETING OF SHAREHOLDERS 


The quorum requfred by bw not herring been reac he d at a Fhst Exfroonflnary General Meeting of Shareholders held an 21 December 1998, a r eeond E xtra or d i nary Gwieral Meertiy of 
Shmhakleis, «ril be held at 6 Avenue Ernie Rede, Lmmboieg at 11. 00 O.m. on 29 Januny 1999 h order to dedda an the folavring mattes: 


I. Amendment of the Articles of Incorporation of the Company: 

1) Amendment of Artlcfe 5 to alow the Board of Dbectonn Issue wflfiln a sub-fund (Efferent 
c o tegadi of rhow. 

2) Change of the date of the Annual General Meeting In each yew so as to replace the “ft* 
Friday ki May" by the “first Friday In Aew* and snend Article 1 0 accordingly, 

3) Amen dm ent of the definition of "Ellgble States" In Artide 16 so as to Indude Eastern 
Europe therein and to amend "Europeai Economic Community* to "feropeon Union*. 

4) Amendme n t of Article 16 to alow the Board of Director * to use techniques of co- 
monogement by oddng the fafavrtng new paragraph at the end of Artide 16: 

"In order to reduce charges aid e xp enses wtth allowing o wider dfot nlSca t f on of the 
hiiesInMiiti, the Board moy decide that part or all of the assets of one or se ve ral Sub- 
Funds win be co-manoged with all or port of odur Sub-Funds of the Company or with 
assets belonging to other oafieefive Inw u tm cn t schemes os defined hi the prospect u s. * 
9 Amendment of Artide 21 so as to 

reptoco the eighth p ora g up h thereof by the following text: 

“If for o period of more then 20 consecutive days die value lot their raspectNe net 
oaset values) of all autttondng Shores shall be less than 10 mtton US Dalian or the 
value of the outstanding Shares of a particular doss shall be less than 
5 mBSan US Dates a; In the cam of Shares denominated in a axrency other than US 
PoBots the etMwdent In US Dolors, or where the Board dee ms ft a p propria t e because 
d changes in the economic or paDHcd dtuadon affecting the Oomptmy or the releront 
date or becouM ft is In the best Interests o> the shareholders af the Company or the 
rekvarri doss, the Board may: by prior written nodoa given to all holden of Sba«u or 
to Vie holdars of the relevant doss of Shams, a may be the cam redeem at the 
Redemption Price detain fried at the date on which all Investments relatin g to the 
ralewnt das or dram have bean reoftred al (buf not some) af the Shares (or of the 
Shores of the re le v an t doss as die com may be) not previously rede em e d , at a 
redemption price reflecting the reo fo ilta n aid liquidatio n cost* on vrindng up the 
Company or dosing down the rel ew m t dost, as the case may be, but with no 
redemption charge, or nwge that dots w»i another dan of the Company or with 
anot h er Li w e m b a reg UCTTS. 

Where aR the Shares are so affecte d the directors droll conven e an caroonknary 
general m e eting at shareholders to appoint a Hqiridator of the Company. 

■faminatlon of a doss as a result of compulsory redmpdon of rf relevant Shores or its 
merger with ceiotfier dan of the Company or with (mother Lurembauig UCTTS, In aodi 
cose far reasons other than those men ti oned above, may be affected only upon prior 
approval by the shareholders of the das to be lermbiated or merged at a <Uy 
convened dan meeting vMdi may be vaBdy held without a quorum and decided iqxm 
by a simple majority of the Shares presen t or repre sen ted. 

A merger so dedded by the Boon! or approved by die shareholders of die ejected 
due «ri8 be binding <sn the holders of Shores of the relerant dare upon 3Q days prior 
notice thereof being gteen to them, during which period d re il— elroi il e is may re de em 
their Shores without redemption ehrege 

bt oae of a merger with a "fends commun de piaosment" die daddan vrifl be faindrig 
only an those shareholders hairing voted In favour of the mergec 

Liquidation proceeds not claimed by sluidukleis upon the fiqukkition of the Compreiy 
orthedgeureofo dosswffl be departed at the CalsSe do Condgnation in Luramhouig 
and dial be for fe ited after 30 yeare." 

- replace the ninth paragrap h (now fifteenth paragraph! by the Mlowing para g rap h : 
"In octfflon the Company shaR Wotm holders of Shoes by pubficatian of d notice in 
n e ws p ape s to be deter m i ned by the Board, unfaas aB nidi shareho l ders and the* 
ad dre ss e s ora known to the Company' 

II. Merger with NOMURA ASIAN INFRASTRUCTURE FUND and THE NCM 
JAPAN FUND 

1) to approve aid ratify the Merger Proposal, 

2J to approve the merger of NOMURA GIO0AL FUND (the "Company") with 


1. NOMURA ASIAN INFRASTRUCTURE FUND (NAIF) <md 

2. THE NCM JAPAN FUND (NJF) 

two Lurembautg sodMs d lnnsilu enrnt 6 capital variable barring both to reg i s te red 
office at 6 Avenue EmRe Reutet L-2420 Luoombourg Into Nomura Gtebd Reid - Man 
Mr nrtmcture Sub-Fund and Nomiea Global Fund - Japan S«4>-Fund respectively upon 


the report of the Dtactats of the Company In relation to ihe merger proposal (the 
“Merger Praposot*) pufatohed in the Mrimorid, Recuefl des S c cMNi erAetodatiomh 
Lmmbourg and deporAed w*h the Qmcery of the DWrid Court In Luxembourg; 
and 


tire audit reports {sesotoed by Artide 266 of the Luxembourg ktw on oommsttial 
campanla, 

to Issue to NAIF shareholders without charge shores vrithourparvalue oonreponcRng to the 
shares of Nomura Global Fund - Aslan Infrastructure Sub-Fund (the "New Shares') in 
eechange for the contribution by NAIF of aR Its assets raid Robfetie*, at an tnue price based 
an the net asset value per shore of NAIF as of the last Vfateotion Day thereof pracedteg the 
E ffect i ve Daft as drftred In the Mwgre Propoad,- 

to issue one New Share agointf one former shore of NAIF; to reghi e red shareh o lders in 
reghtersd form Qndudteg fradiond enMamente) on the bosh of NAlFs shoe register an 
the EffectMe Day end to bearer shwehoidere in regbtetad form oc at tfMtrspedfie request 
bearer form, upon de ft vay to the tr onde r agent of the iefuvce« bearer share certificates 
whh all urenatured aoupora attached thereto; 

to issue to the shareholders of NJF without charge shares without par wriue oorresporKfing 
to the riiates of Nomura Global Fund - Japan Slfc-ftjnd (the "New Shares') in erehange 
far the contribution by NIF of aR to araete aid flabllltiae at on bsue pries bassd an the net 
ante value per share of NJFasof the last \Uuattei Day thereof precedhg the Effectfw 

Day, as d efliw d to the Merger Proposal; 

to inue one reghiered New Share og^st one farmer shore of NJF (todudtog haCtiond 
ertefanent^ to the shareholders of NJF on the bads rf the ihare register of NJF oh the 
Effective Day 

The s horeholdres are hereby h i f o nn ed that the Second Ddra ordtooty General Meettog of 
Shorehoklers shaR valUy vote on the pointi of (ha agenda, no matter What portion of the 
share capfiai of the Corrsnny wffl be presant or represented at such meeting. 

The ttetm on the agendo tewO be passed at the mofortty of two 6*di of the ihrees present 
or represented at the m ee t i ng and toting. 

The fbOowtog documents shnf be at the temaste of tier ShreehoMere of the Company for 
Inspection and copies thereof may be obtained, free of efiag* from Nomura Bank 
(Lurembmeg) SA, 6 Avenue Emfle Rauteq L-2423 Luxembourg: 

(I) the tree of the Mte g e i Proposot 
00 the re v h e d praepec tu s of the Compo n y ; 

(E) the aucBted annual accounts of the Company ond of NOMURA ASIAN 
INFRASTRUCTURE FUND at 31 Dumb* 1995, 1996 ttfid 1997 and theb sen* 
amud acawtis at 30 Juie 1998 and teterim acaiun&i at 30 September 1998; 

M the outetad armuaiocoouras at 31 Manh 1996, 1997 «md 1998 of THE NCM JARAN 
FUND andl «s setttiannud accounts at 30 Septendar ■ 

M the reports of the Dfrectoo of Ihe Ccmpcn* NOMURA ASIAN INFRASTRUCTURE 
FUND and of THE NCM JAPAN FUND; 

W) the ^ecW report of KPMG Autflt 

In enter to tote part at fee second e ff ot riwy gwd n i e e V rig fire owners of bearer 
shares must d^xite thek does ihe deor days, before the meeting at ti* registered office 

of the find 6. Agnus Emfe Route* tiatindraug or^ vri* fbAwing bonfc Ttomiw Bark 

(Luxembowg} SA, 6 oeu Ernie Reutec L-2420 UMmbowg. 

P i cate s should be sent to Nomeo Bonk (Lucemboiig) 5A, at Ilk a d tfcen above to the 
atteftifen of Ode Gwey by. no later than 28 Januwy 1999. 

The Board of Directors 



NOMURA ASIAN 
INFRASTRUCTURE FUND 
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5od4t6 dlnvestissemont it Capital Vhriabie 
Regstered office: 6 Avenue Emile Routs; L-2420 Luxembourg 
R.C Luxembourg B 34 248 


Aw**®** 


NOTICE OF A SECOND EXTRAORDINARY 
GENERAL MEETING OF SHAREHOLDERS 


The quorum required by low not having been reached at a Fhte 
Extraordnary General Meettog of SharahoUere hold an 21 Deawnber 
1998, a second Extraordinary General Meeting of Shareholders, vriB 
be held at 6 Avenue Entile Reuter; Luxembourg at 11.00 ajn. an 
29 Jcmucvy 1999 In order to dadde on (he (blowing mattere: 


***** 


to approve and ratffy the Merger Proposal, 

to ^prara the integer of NOMURA ASIAN INFRASTRUCTURE 
FUND (the 'Company^ with NOMURA GLOBAL FUND, a 
Unendiaurg fcodM d^wastterement 6 capital variable vrith Its 
registered I office ot 6 Avenue EmBe Reutsq L-2420 Luxemboug 
fTriGP*! Wo Nomura Sobol Fund - Asfcei Infrastructure Sub- 
nmd upon hearing 


the report of die Director* of the Company to relation *he 
rtwger proposal (the "Mwger ProposoT) pubfched • m 
M4morite,ReaiefidaSote6teserAaMdotlorelnLiMmb eg 

and deposited vrith the Chancery of the District Court In 
Lummboivg; and 


-- the audh reports prescribed iw Article 266 of the Ltnombourg 
. taw on commtete u l compan i es, 

3) to accept the fame vrithaut dicege' of sham vrithout par value of 

Norreeo <3abd Fund - Aston hfrasbuctwe Subfund (the "New 
shares') in exchange for the contribution of off assets <md taWWes 
af the Comprery, at on Issue price based on the net asset value 
P *‘ Company os of the tost Vakxrtfon Day thereof 

prec««Sng the Effective Day as defined in the Merger FVopoet* 




s-eeffe .4 






toi accept the Inue of one New Share agdnst one focmw- shore of 
the Cre npfry ry Wered shares flnefaefing ftactlonai ent M entettiri 
to ther^toed sharehoWers of the Company on 
* *• Co^Pwvonthe 

^ectfve Day tmdtobeOTer shareholders in regirtered form oc at 

m * r 1,1 bearer form upon detvay to the tiunsfw 

opera of N OMURA GLOBAL FUND btewTSS 

OMfficates With al unmatured «M>ons attached thereto 


BANK RETAILSPACE 



F,-jx; *45-30-201 76 1C2 
Mr Roif Glaser 



.AppoinL-nt'tits 
Ari:ioi::icvnii_‘i»ls in thi_- FT 


9 note toot as a result te the merger the Cbmpany shod be 
**ramd up vrirfiout flgtedatfan, tfiat aU to former shares shed be 
pm^edand toot theoBets rerd Babffities af the Company shoB 
Pe deemed tobetujnsipiwlto N6F on the day of the merger os 

«*«»tnlned to the Merger FroposaL ^ 

The fa fawmg do cumeras shtel be at the dfepasol of the Sharehteriws 
°fdie Comprey for torpeclton and copies thereof may be obtained. 


&nfa Reatoc U2420 ^ 

W fiw tete af the Merger hepo w t 
ff) the (TOpeteiis of NGf; 

^ December 

\ 997 ’ 81 * WT * fl nraJ«Jl accounts at 30 June 
_. i” 8 °a»tots at 30 September 1998; 

W JH,' rt31 D ** nber 1W 5, 1996 
^ ^ rd. Ha semiannual accounts at 30 Jime 

^ V y ° • ” ooaxwo at 30 Septewibw 19 W; 

W) (he spedal repeat af KPMG Aucfit 


.-■» at NWb Aueflt 

"*“^5 flftwral meeting the 

before the w ^°PW »t titter shares five dear dttft 

Entee ^ 6 

rtrtdm* u_ . . .. w ' 


5A .<* h 

28Jonua^lS? * Ot*e Garvey by no later titan 


The Bound of Directors 
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